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“FROM HAPPENINGS LIKE THIS”... 
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“MAKE UP YOUR MIND, DINWIDDY! 
IT’S EITHER YOU SHUT DOWN 
THE PLANT OR THE CAT WILL!” 





In years of advocating enclosure for bus structures, I-T-E has been aided by 
recognition on the part of engineers in industry, of the hazards offered by 
open bus runs. No doubt, in plants now equipped with enclosed switch- 
gear, there are engineers who will recall experiences of their own with open 
structures in which accidental outages occurred or were narrowly avoided. 


AIR SWITCHGEAR 


IMMERSED IN AIR © ENCASED IN STEEL 
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N any program for national gas conservation, greater use 
of reliable pressure regulators is widely recommended. 
More satisfactory and uniform performance from the gas ap- 
pliance is also secured. Barber Regulators — quality-built 
throughout, with finest working parts, and non-deteriorating 
diaphragms — can be recommended to your customers with 
complete confidence in their reliability. 


Our facilities are now mainly employed on war work. For 
those limited purposes for which our regular line of products 
is permitted, we shall continue to supply them. Later, when 
normal conditions are restored, Barber will furnish its cus- 
tomary service to the trade on high quality Burners and 
Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER oncssune REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water. Boilers and Gas Appliances 
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Buy RIZAID Pipe Tools at 
Supply Houses Everywhere 


Pirie 


VISE STANDS 


It pays you to have this 
New RIGEID Catalog 


It illustrates and describes all 9 mod- 
els—also Ritaip Pipe Wrenches, 
Cutters, Threaders, Reamers & Screw 
& Pipe Extractors — all with typical 
Ri@aiD advantages...that give you 
easier better work & longer tool life 
for your money. Send for a copy now! 


Felice 


* PIPE TOOLS 


Handy Vise 
Models 
in 29 sizes 


HIS Tri-Stand, 
stance,istypicalof RIB&ID 


Vises in work-and-time-sav- 


for in- 


ing’ features. It’s equipped 
with a 3-size pipe bender, 
pipe support, tool slots and 
plenty of room for oil can 
and dope pot. LonGrip jaws 
Legs 
fold in for easy carrying to 


protect polished pipe. 


the job—you can screw feet 
to floor but it “stays put” 
without that. Ceiling brace 
screw is standard equipment. 
Made also with chain vise. 
Strong malleable construc- 
tion. Order this handy vise 
from your Supply House. 


THE RIDGE TOOL COMPANY 
ELYRIA, OHIO, U.S.A. 
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Pages with the Editors 


W inevitable little compensations. It was 
with this spirit that we received the news— 
doubtless intended to be an alarming statement 
by Dean Smith of Columbia Law School— 
that our supply of young lawyers is running 
dangerously low. Dean Smith intimated that if 
the war lasts much longer than the modern 
law course of three years, there will not be 
sufficient replacements by young recruits for 
the old lawyers who may die off and go to 
heaven, or wherever lawyers go for their eter- 
nal reward, 


Wirth all due respect for the disciples of 
Blackstone, among whom, technically at least, 
we must include ourselves, we feel that this is 
one of the sacrifices that we are glad to make to 
help the war effort. We shall place it in the 
same category with the WPB limitation on 
castor oil and the OPA restrictions on the sale 
of spinach. Somehow, we feel that for all of 
Dean Smith’s pessimism, the war won't be 
over a single year before we shall hear our 
older lawyer friends making the same old com- 
plaints about too many young fellows being 
hatched out of the law schools for the good of 
the profession. 


TADEUSZ B, SPITZER 


Unless we achieve international responsibility 
for employment, we shall lose the peace 
a second time. 


(SEE Pace 795) 
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AR time, the period of sacrifice, has its. 


LARSTON D. FARRAR 


Why dump the race problem in the lap of the 
public utility industry at this of all times? 


(SEE Pace 805) 


In fact, if our lawyer friends will only take 
it in the spirit intended (and what lawyer is 
not inured by this time to pleasantries about 
his calling), this development tempts us to re- 
peat one of the many stories of the late Senator 
John Sharp Williams of Mississippi. It 
seems that in the heat of a bitter campaign, 
so common in the bayou country, one of the 
Senator’s political adversaries intimated that 
he had received threats of bodily violence and 
actually had some fear of assassination. 


Tuis political maneuver, of course, is as 
old as politics itself. (We recall reading about 
the astute Cardinal Richelieu using it quite suc- 
cessfully.) But the witty Senator Williams 
turned the tables with a little speech in which 
he disavowed, for himself at least, any ill in- 
tention toward the well-being of his adversary. 
He decried assassination and said that in the 
history of mankind it had never really solved 
a single fundamental problem, and could com- 
mand the condonement of no civilized human 
being. But he concluded with the following 
knife-twisting sarcasm: “However, I will say 
that if such misfortune should overtake my 
esteemed and distinguished opponent, I honest- 
ly believe I could bear up under such a shock- 
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RILEY STEAM GENERATING UNIT 


Houston Lighting & Power Company 
Installs Additional Riley Unit 





Y) 
CONGITUOINAL SECTION THRU BOL OR 


Houston Lighting & Power Co., Houston, Texas 
400,000 Ibs./hr.—1000 Ibs. Pressure—905°F. Temperature 
Riley Steam Generating Unit consisting of Riley Boiler, Superheater, 
Water Walls, Economizer, Air Heater and Steel Clad Insulated Setting 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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ing loss with most remarkable Christian forti- 
tude.” 


¥ 


oe OPA has rationed just about 
everything else, there are no signs as yet 
that it is even thinking about interfering with 
the production, sale, and distribution of post- 
war plans. Whether we read the newspapers, 
go to the theater, or sit in the barber’s chair, we 
are bound to hear all sorts and varieties of pro- 
grams for making this a better world when the 
war has run its wicked course. These range 
from such forthright suggestions as deporting 
all the Japanese to Siberia or the North Pole, 
to long-range plans for an international police 
force jointly operated by the RAF and United 
States Marines. We may be sure, however, that 
such vital public services as the public utility 
industries will feel the impact of whatever 
postwar plans may be adopted. 


THE opening article in this issue is the first 
of a 2-part series by a writer of international 
background who has studied carefully such 
long-range plans as the National Resources 
Planning Board's program, recently published. 
He is Tapeusz B. Spitzer (LL D), now a 
resident of Berkeley, California. Dr. Spitzer 
was a Polish industrialist and economist for 
twenty-five years before the war, during the 
last decade of which he was managing director 
of the Polish Federation of Industry in Cra- 
cow. He was also.a member of the State 
Council of Communication at the Ministry in 
Warsaw, and delegate of the Polish industry 
to several international conferences. His other 
activities included professorship of the Insti- 
tute of International Economy and Administra- 
tion in Gdynia, and authorship of many pro- 
gram works such as: The Program of Po- 
land’s Electrification; The Industrialization of 
Port Gdynia (first prize in the competition be- 
fore the Baltic Institute) ; Polish Petroleum 
Industry ; Swedish-Polish collaboration. At the 
present time he is industrial engineer in charge 
of production planning and control in the Kai- 
ser shipyard in Richmond, California. 


¥ 


Bie by way of reminding our subscribers 
that we are not forgetting present prob- 
lems in our anxiety for the future, we present 
a most timely discussion of a very delicate situ- 
ation in this issue by Larston D. Farrar, en- 
titled “Are Utilities a Proving Ground for the 
Race Question?” (page 805). Mr. FARRAR is 
associate editor of Nation’s Business, now resi- 
dent in Washington, D. C. He is a native Ala- 
baman, educated in Mississippi (AB, Millsaps 
College), and formerly active in business as- 
sociation work in Mississippi and eastern Ten- 
nessee. 


WE gather from reading Mr. Farrar’s arti- 
cle that there are still a great many people in 
this country who feel that public utilities are 
the natural-born industrial guinea pigs for any 
reform experiment. Perhaps that is the price 
which an industry must pay for being so much 
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JAMES H. COLLINS 


Demand for passenger transportation is the 
great unknown quantity of the future. 


(SEE Pace 815) 


in the public eye and for having acquired a 
reputation for a rugged const!tution, as evi- 
denced by industrial success and expansion, 
There are inevitable attempts to try out labor 
reforms, political reforms, and social reforms 
on utilities before applying them generally. If 
prohibition of liquor should ever come back, 
it would not surprise us one bit if the dries 
were to make their first drive against tippling 
by those engaged in public service. We rather 
like Mr. FARRAR’S suggestion that since the in- 
spiration for these reforms so _ frequently 
comes from within the government, the gov- 
ernment itself ought to supply the first prov- 
ing ground, 


¥ 


Sig MES H. Cot.ins, whose article on passenger 
transportation begins on page 815, is a well- 
known business editor now resident in Holly- 
wood, California. 


y 
MONG the important decisions preprinted 


from Public Utilities Reports in the back 
of this number, may be found the following: 


AN electric company’s petition for a certifi- 
cate authorizing service to an Army air field 
situated in an area served by a rural electric 
cooperative association was heard by the In- 
diana commission. (See page 185.) 


THE next number of this magazine will be 


out July 8th. 
CaetGue- 
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mRt’s Simplified 


WAR BOND PAYROLL DEDUCTS 


new Kardex Record, comprising a PRE-POSTED LEDGER 
ithStamp Posting” of credits and with Automatic Balance 


..NO MACHINE POSTING REQUIRED! 





IT’S SIMPLE to set up! The original government 
Bx5 Payroll Authorization Card, plus a pre-printed 
heet for deduction record, are filed visible in Kardex 
brinstant reference. A Ledger Control foreach group 

if accounts simplifies and speeds balancing and 





hecking. 

T'S FOOL-PROOF! Employees sign up for one 
4 13 different ways to buy Bonds. There's a dif- 
erent form for each, with payments pre-printed 
fou post simply by date-stamping on the form. 

lo amounts to post or balances to figure.. 
curacy is assured. Pre-printed balances 
mplify proving. To take a trial balance, 

nerely run an adding machine tape of 


individual balances against 
the Ledger Control Card. 


IT’'S ECONOMICAL to oper- 
ate! No machines needed... 

ini iid clerical time cut to the bone. 
FOR Bond purchase is easy ..no 
PERMANENT need to refer to every card, only 
USE those where the right-hand col- 
ored signal is offset, indicating 
that a bond payment has just 
been completed. Most vital of 
all, everything needed to rec- 


 KARDEX 


NO CRITICAL 
MATERIALS 
IN WOOD 
KARDEX 


REMINGTO 


* FILL OUT AND 
MAIL COUPON 
-.. LET US 
SEND YOU 
THIS FOLDER 
PROMPTLY 


Company 


SUE GRR ooicRSi cities 


ord deductions and buy Bonds 
is in ONE CENTRAL PLACE! 


Take steps today to install this 
system. Kardex assures you 
rock-bottom operating cost on 
this non-profit, patriotic func- 
tion that helps Uncle Sam and 
boosts employee morale. Mail 
the coupon now for free, fully 
informative folder. 


BUFFALO, NEW YORK 


Please send your new free folder on 
War Bond Deduction Accounting. 


--. LJA43 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Valcan unit makes notable 

4 year record in latest design, 

twin farnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 
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ulcan unit in twin-furnace Foster Wheeler steam 
merator completes 4 years’ service with NO TROUBLE 
D NO MAINTENANCE. 

... This despite unusual problems presented by 
ovel boiler and furnace design. 

... As the drawing shows it was impracticable to 
ustall soot blowers from the front of the boiler as the 
nace construction precluded installation of con- 
tional type of elements and bearings to provide 
eeessary protection and support. a 
... Hence, entry was made at the back necessitating 
urying the elements a distance of about 26 ft., through 
ft or and boiler tube banks to the super- 

e. 


++» Passage through high temperature, intermediate 
tmperature and relatively low temperature zones, 
8 the factor of exceptional length, greatly compli- 
led the problems of securing adequate thermal pro- 
tction, dependable support, and at the same time 
wide for expansion and contraction without danger 
cutting tubes. 


Solution was found by using HyVULoy element 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 


... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 

. .- Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 


* 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“Education is the mother of leadership.” 


* 


“What we need is more sense and less bureaucracy in 
Washington.” 


¥ 


“Tt is 100 times as hard to put over a new idea in time 
of peace as it is in time of war.” 


» 


“No healthy, strong, communal life can exist if any 
group or class of our citizens is exploited or denied 
equal rights and opportunities with their fellows.” 


¥ 


“The signs are unmistakable. The New Deal chickens 
are coming home to roost. The people now realize that 
those chickens are a very sad and expensive brood of 
black market poultry.” 


» 


“Superstatism is not a bogey of the businessmen’s im- 
agination. It is the monster which has catapulted the 
world into war... . Unless we recognize it as a real 
danger, we shall lose by default.” 


¥ 


“We cannot continue to call ourselves free while 10,- 
(00,000, 20,000,000, or 30,000,000 of our citizens are looking 
to the government, directly or indirectly, for the con- 
tinuance of their pay checks.” 


. ¥ 


“T would not dare to say what I think electricity may 
do in the future. We are always supposing we have ex- 
hausted our knowledge in many directions. Discoveries 
are not terminals—they are fresh starting points from 
which we can climb to new knowledge.” 


¥ 


“Civilian war organization is economic fascism itself, 
and if democracy is to live, these measures must be dis- 


solved. In peace time we must think in terms of pre- 
paredness for war. Likewise in war times we must think 
in terms of preparedness for peace—and return to free- 
dom.” 
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Owing to the character of the information contained in this portfolio, it is not for general distribution. It is available for 
review, through local Burroughs offices, to accountants and officials directly concerned with war accounting problems 
cens 


that 
1 of 


Behind each tab is 
. SAVING IN MANPOWER 


real 
Behind each of these tabs there is detailed, comprehensive 
information describing and illustrating how a specific war 
accounting job is being handled in the fastest time pos- 
sible, with the greatest possible saving in manpower. 


Altogether, this information represents the combined 
efforts of many men—officers in the armed services, 
con- government and war plant accounting executives, and 
Burroughs installation men. Since long before Pearl 
Harbor, they have been working together in setting up 
and coordinating government and industrial accounting 
— procedures and practices. 
pres MANUFACTURING It is gratifying to know that Burroughs’ technical staff 
ries FOR WAR has been able to contribute to so important a task—-and 
that, through this portfolio, so many ideas for saving 
The manufacture of aircraft both time and manpower can be made available to others. 


equipment for the Army Air BURROUGHS ADDING MACHINE COMPANY, DETROIT 
Forces, and the manufacture 
of Burroughs figuring and 
accounting equipment for the 


self, Army, Navy, .U. S. Govern- 4 
dis- ment and the nation’s many U rro Uu Sy 
pre- war activities, are the vital 


: tasks assigned to Burroughs 
hink : : 
in the Victory Program. 
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“The only way to hold the lite is to stop trying to 
find justifications for not holding it here or not holding 
it there. No one straw may break a camel’s back, but 
there is always a last straw. We cannot afford to take 
further chances in relaxing the line. We already have 
taken too many.” 


¥ 


“When men are told when they shall work and when 
they shall strike, when they are told how long they shall 
work and how much they shall produce, when ability, 
industry, initiative, and individual enterprise are meas- 
ured solely by a union scale, then freedom of opportunity 
has been destroyed, and men have become little more than 
slaves of their own selfish leaders.” 


> 


“In meeting the problems of the future, Federal, state, 
and local authorities must develop the practice of fair 
and intelligent coGperation. Each branch of government 
should be free from domination or encroachment by 
the others. This country was founded upon the principle 
of federalism, a principle devised to maintain the balance 
between nation and state, state and locality, government 
and the individual.” 


5 


“Security seems to be a popular catchword of the day. 
There can only be security through hard work, production 
of goods and services, and thrift. Without this, security 
is a false hope. The people must not be misled into 
giving up their freedom and the free enterprise system 
in exchange for ‘security’ and ‘freedom from fear and 
want.’ No sound person wishes another WPA for the 
people of the United States.” 


> 


“Tf I judge present-day currents of thought correctly, 
the people are reaffirming their faith in our free insti- 
tutions—they are expressing their attachment to our 
traditional way of life. Since our free enterprise economy 
is the very heart of that way of life, we may safely as- 
sume, I believe, that we have decided, after a period of 
confusion and perplexity, that we would not exchange 
our present system for any other.” 


¥ 


“Just as industry resists undue government interfer- 
ence with the operation of its everyday affairs, organized 
labor likewise resents undue government intervention in 
the free enterprise of the trade union movement. To my 
way of thinking, the sooner we can return the opera- 
tions of government to their normal and necessary sphere, 
the better for our American democracy. We can hasten 
this process when conflicts between management and labor 
are banished and harmonious, codperative relationships 
become the rule.” 
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still carry the load for which 
it was intended. However, oO 
today’s growing demand 
requires today’s modern INTERRUPTER SW 
thought and methods. 
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e Why not guarantee 
continuous service to your 
customers with modern 
efficient R&IE equipment? ° 
Build up a favorable public 
acceptance with a stream- SWITCH OPER 
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DOING 
DOUBLE 
DUTY in 
WARTIME 


Offering the space-saving, coiling upward action 
and other operating advantages of the famous 
Kinnear Steel Rolling Doors, these rugged WOOD 
doors have piled up years of satisfactory service 
on various types of installations. 


Now — in wartime — when every possible pound 
of steel must be saved — these time-tested WOOD 
doors are the perfect answer to every service 
door need, in buildings of every typel 


Look at the advantages Kinnear WOOD Rolling 
Doors offer: Smooth, quick, easy operation... 
a rugged interlapping slat curtain that coils out 
of the way and out of reach of damage... 
maximum savings in floor, wall and ceiling space 
..» full protection against wind and weather... 
choice of motor or manual control ... neat, 
modern appearance ... and maximum savings 
in war-vital steel. Kinnear Wood Rolling Doors 
are available now, in any size, for new construc- 
tion or replacements. Write for details. The 


Kinnear Manufacturing Company, 2060-80 Fields 
Avenue, Columbus, Ohio. 


MOTOR 
CONTROL ALSO 
AVAILABLE 
featuring Kinnear’s 


/4\ Auxiliary Chain Op- 


eration In Case of 
Current Failure or 
Other Emergency 


WAY FOR jf 
DOORWAYS: 
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DO YOU KNOW THESE FACTS ABOUT 


TRANWSITE DOCTS ? 





TRANSITE 


This durable duet ts for use under- 
_ ground, or en exposed locations 
pies! «es : 


» «In addition, both Transite Con- 
duit and Transite Korduct have 
these characteristics ... 


1. Incombustible-—Made of asbestos 
and cement, they cannot burn... will 
not contribute to the formation of 
dangerous smoke, fumes or gases. 


2. immune to electrolysis .. .Transite 
Ducts are non-metallic and inorganic 
. unaffected by electrolysis. 


3. Smooth bore — Making cable pulls 
easier, both at initial installation and 
after years of service. 


4. Easily installed—Lining up is fast 
and accurate because Transite Ducts 
combine light weight, long lengths, 
simple assembly. 


For details and specifications, write 
for Data Book DS-410. Johns- 
Manville, 22 E. 40th St., New York. 


UM mrelslattasatelabalits TRANSITE KORDUCT— 


for installat 


TrawsiTe Oucr7s \ "rn 
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The End of Shooting War 


Production — construction — REcon- 
struction ... these will be on call when 
war is done. They have been International 
Harvester’s fields, without frill or orna- 
ment, for 112 years. 


Today Harvester builds weapons for 
every theater of war. It builds many 
that are deadly, many that will be use- 
less after Victory. But Harvester also 
builds many machines whose job in 
modern war is very like the work of 
peace. Powerful crawler tractors, for 


example . . . rugged and dependab 


When it’s time to carry on beyo 
Victory, International TracTracTo 
will be ready-made to fit the peace. W 
is toughening these crawlers, as 


toughens the soldier—readying a poweg 


ful force to help rebuild the wor 
Count on International Power, devot 
now to war but dedicated to the great 
works of PEACE! 


INTERNATIONAL HARVESTER COMPA 
180 North Michigan Avenue Chicago, Ilin 


*+INTERNATIONAL POWER 
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From the Early Period 
of the Telegraph tothe present : 
remarkable development in the field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 


permanent insulation known 
THE KERITE Wistz3t2 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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MANPOWER 


| How TO SAVE 
| 





YET SPEED 


| TRANSMISSION 


LINE ERECTION 








/ hroughout the country our trained men 


are ready to help you meet today’s unprecedented 


demand for power. In the erection or maintenance 

y S$ | E ge of transmission lines... regardless of distance or 
, ; : ‘ ‘ , 
EERING CO. terrain ... Hoosier experience and special equipment 


guarantees efficient and economical service. 
COLUMBUS, OHIO 





NEW YORK — CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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They jab and stab, they slug and smash. On and on 
they roll .. . devouring Nazi panzers as they go... 
leaving in their wakes the shattered, burned-out car- 
casses of these mechanical beasts. Lees, Shermans, 
Grants .. . they outspeed, out-shoot, out-maneuver, 
out-last anything the frantic “‘supermen” can create. 


In quality, the world has never seen their equal. In 
quantity, this vital tool of war is coming off our pro- 
duction lines like pennies out of a mint. For both, 
IN PLANTS OF ALL TYPES the civilized world can thank American industry ... 
TODD BURNERS its genius for producing the most of the best. 
ARE WORKING FOR VICTORY And what this genius is doing for tanks, it is also 
Wherevertrouble-free, depend- doing for planes, guns, ships, ammunition . . . every 
able combustion of liquid and phase of our war production. American industrial 


gaseous fuels is a necessity . . . might ... is all-out for the blood of the Axis! 
on land or sea...Todd Burners 


are delivering unsurpassed per- 


formance in the production of TODD SHIPYARDS CORPORATION 


heat and power. 
TODD COMBUSTION DIVISION 
601 West 26th Street, New York City 


NEW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


TODD BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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... When Grinnell Mulsifyre 


may save months of crippled service! 


It’s no easy matter, these days, to get 
replacements or repairs of any oil trans- 
former, generator or circuit breaker that 
“goes up in smoke’. Delays created by 
equipment makers’ defense business may 
mean grief to you. 

Handicaps like this to your production 
facilities can now be prevented by equip- 
ping all oil-bearing devices with Grinnell 
Mulsifyre . . . an original development by 
the pioneers of automatic sprinkler fire 
protection. It “kills” oil fires with water! 

The instant a Mulsifyre System is turned 





GRINNELL 


on, either manually or automatically, a 
driving spray of water strikes the oil... 
churns the surface into a non-flammable 
emulsion . . . snuffs out fire in a matter of 
seconds, to block any major damage. Simple 
... fast... positive! Within a few hours, 
the emulsion breaks down, separating the 
oil, unimpaired, from the water. 

Write for detailed folder on this remark- 
able fire protection system. Grinnell Co., 
Inc., Executive Offices, Providence, R. I. 
Branch offices in principal cities of the 
United States and Canada. 





Automatic Sprinkler Fire Protection 
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y bronze propeller on one of our new Liberty 
ships weighs 15 tons. Approximately the same amount of bronze 
would be required to make 4500 water meter cases. Many addi- 
tional tons of copper alloys are required for other operating parts 
in these vessels. We in the meter industry can and are using 
substitutes—our Merchant Marine and Armed Forces cannot, 
without materially affecting the efficiency of their efforts. 

Top value in war model meters will be found in the 
Empire Victory and Pittsburgh Ironside. Both have cast iron 
cases that are treated and coated to resist rust and corrosion. 
Both are fitted with the Pittsburgh-National developed molded 
glass register box. There has been no sacrifice in the design or 
construction of the proven inner working mechanisms. When the 
emergency is over, these meters can be reassembled with bronze 
cases if desired. Buy them with full confidence in their ability to 
measure accurately and serve faithfully. 


DON'T REPLACE WHEN YOU CAN REPAIR. Our country’s 
interests come first. An intelligent program of meter recon- 
ditioning and maint. can, in many cases, largely supplant 
the need for new meters. All Pittsburgh-National Meters are 
economical to repair and replacement part stocks are adequate. 





BRONZE 
WATER METERS 


Pittsburgh - National 
WAR-MODEL METERS 


THE PITTSBURGH 
IRONSIDE 
METER 


THe Lmpire 
Victo RY 
METER 


Built For The Duration— 
But to Last For Years! 


INVEST TODAY IN BONDS FOR VICTORY 


PITTSBURGH EQUITABLE METER COMPANY 


NEW YORK oaxtant> MERCO NORDSTROM VALVE COMPANY <xansascity = seams 


BROOKLYN TULSA 
DES MOINES CHICAGO 


Main Offices, Pittsburgh, Pa. 


PITTSBURGH HOUSTON 
SAM FRANCISCO §COLUMBIA 


MEMPHIS) = gsoston NATIONAL METER DIVISION, Brooklyn, N. Y. osanesues surFALo 


a), = 


Water. 11 leCer4- 
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Electric power output has reached an all-time high 
—and is still moving upward. The increasing de- 
mands of industry are being met, as are also those 
for electricity for domestic use. 

The credit for this almost miraculous situation be- 
longs principally to the public utility companies, 
which in peace time correctly interpreted trends and 
prepared to meet what were certain to be unprece- 
dented demands on their capacity. 

In meeting these demands today, many of the 
central-stations have the help of newer types of Bab- 
cock & Wilcox Boilers, the High-Head, Radiant, 
Open-Pass, and Integral-Furnace. Each of these 
types definitely satisfies the requirements of some 
combination of operating conditions,as is evidenced 
by the fact that B&W boilers of these types alone in 
service have a nominal total steam-generating ca- 
pacity of 42,000,000 Ib. per hour. 

While we take understandable pride in the per- 
formance of our boilers, we feel that to the designers, 
engineers and operators of the public utilities be- 
longs the real credit for meeting the demands of the 
industrial and domestic power consumers in this 
emergency. 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET, NEW YORK, N. Y. 


The Army-Navy “E” with two 
stars and Maritime Commission 
Award flags are floated proud- 
ly at the Barberton Works. 


Typical B&W 
Service. Capacity 550,000 Ib. steam per hr. 


SUPERHEATER 
OUTLET 
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i-Station 
1 per hr. 
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The Egry SPEED-FEED, illustrated above, 
is one of the greatest business aids ever 
developed for stepping up the writing of 
typewritten records. It takes only one minute 
to-attach the SPEED-FEED to any standard 
make typewriter and instantly converts it 
into a practical billing machine. The Egry 
SPEED-FEED doubles operator output. 

Then there’s the Egry TRU-PAK Register for 
all handwritten records. On the TRU-PAK 
you will write records speedily, accurately 
and economically. Further, it assures com- 


TYPEWRITER SHORTAGE 
_ LABOR SHORTAGE 





BUSINESS SYSTEMS 


plete control over all business transactions. 


Egry ALLSET Forms for speed writing hand- 
written or typed records. Interleaved with 
one-time carbons, ALLSETS save many time- 
consuming manual operations. 


Egry Forms Engineers are experts at devising 
new forms or rearranging and simplifying 
existing forms to speed all record writing. 


Further information will be sent on request. 
Free demonstrations arranged at your con- 
venience. Write today! Address Dept. F-624 
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A NEPTUNE NG MACHINE 


NEPTUNE METER COMPANY + 50 West SOth Street - NEW YORK CITY: 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE, DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Lid., Long Branch, Ontario, Canada. 
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Deliver Maximum Ditch 
At Minimum Cost for: 
WATER—TELEPHONE—OIL—GAS— 
eis GASOLINE—SEWER—POWER 
oy and BUILDING FOUNDATIONS 





THE CLEVELAND TRENCHER COMPANY 


Pioneer of the Small Trencher’ 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 


“CLEVELANDS’ Save More...Because they Do More 
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SHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE 


Some of the 


CRESCENT 


ELECTRICAL WIRES AND CABLES 
That Are Meeting Today’s Special Needs 


* ZIGV9 TIVNO!IS - 





For war housing, industrial 
wiring and interior wiring of all 
kinds. , 
"CRESFLEX" Non-Metallic Sheathed Cable 





For portable power leads to 
drills, tools, welding and con- 
struction machinery. 


Sau0d Z1GIXAIs 


“"PERMACORD" Heavy Duty Portable Cable 





For electric power and con- 
trol circuits aboard ship. 





Extensively used in shipyards, 
and for the manufacture of 
tanks, guns and planes. 


WELDING CABLE 





For general industrial power 
wiring. Widely used because 
no rubber required in construc- 
tion, and can carry larger cur- 
rents for same size copper con- 
ductors. 
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Varnished Cambric Power Cable 





CRESCENT INSULATED WIRE & CABLE CO. 


TRENTON, N. J. 


REISCENT ENDURITE SUPER-AGING INSULATION » WEATHER-PROOF WIR 
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Due to war-time travel restriction, conventions listed are subject to cancellation. 


+7 JUNE + 





q Public Utilities Advertising Association starts meeting, Chicago, Ill., 1943. ey 
q California Independent Telephone Asso. opens meeting, Santa Monica, Cal., 1943. 





QY American Institute of Electrical Engineers concludes national technical meeting, 
Cleveland, Ohio, 1943. 





ee cae a Telephone Association will hold meeting, Lansing, Mich., July 
6 di 3. 





{ International Association of Electrical seene, Northwestern Section, will hold 
meeting, Seattle, Wash., Aug. 26, 27, 19 


* 





q American Society for Testing Materials convenes, Pittsburgh, Pa., 1943. 





q International Association of Electrical al Southwestern Section, will convene, 
Los Angeles, Cal., week of Aug. 30, 1943 








4 International Association of Electrical Inspectors, Western Section, will hold session, 
Chicago, Ill., Sept. 13—15, 1943. 
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q American Water Works Association, Rocky Mountain Section, will hold meeting, 
Denver, Colo., Sept. 16, 17, 1943. 





q National Safety Congress will hold meeting, Chicago, Ill., Oct. 5-7, 1943. rit 





q American Water Works Association, Southwest Section, will convene for session, 
Oklahoma City, Okla., Oct. 11-13, RR 





q American Gas Association will hold meeting, St. Louis, Mo., Oct. 11-13, 1943. 





q American Water Works Association, California Section, will hold meeting, Los An- 
geles, Cal., Oct, 27-29, 1943. 





q Virginia Independent Telephone Association will convene, Roanoke, Va., Nov. 4, 5, 
1943, 








4 American Society og Mechanical Engineers will hold meeting, New York, N. Y., 
Nov, 29—Dec. 3, 1943 
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Postwar Mass Employment 


In Public Works 


PART I. Power and Water Resources 


The program proposed by the author is, he declares, an attempt 

to anticipate some of the specific problems confronting the peo- 

ple and to show how they can lead to the organization of uni- 

versal employment on the greatest possible scale based on uni- 
versal cod peration. 


By TADEUSZ B. SPITZER 


SURVEY of current research on 

postwar problems shows that 

the consideration of certain im- 
portant economic questions is being 
tither neglected or postponed. The 
planning that has taken place so far is 
largely ideological, incorporating the 
democratic ideal in general and the 
Atlantic Charter in particular. But 
before these ideals can be realized, a 
program should be prepared which 
would translate them into practical 
tems. Such a program would tend to 


795 


offset totalitarian research, especially 
in Germany, by demonstrating the po- 
tentialities of power which can con- 
tribute to the economic welfare of all 
countries. People all over the world 
are waiting for just such a realistic and 
concrete expression of things to come. 
They are anxious to know what the 
world can expect after the war is won. 
Millions of people do not yet under- 
stand the meaning, the causes, and the 
purposes of the terrific struggle. Such 
understanding is vitally necessary, if 
JUNE 24, 1943 
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similar struggles are to be avoided in 
the future. Above all, it is most im- 
portant for us to realize that the enor- 
mous tasks of the postwar world can 
be performed only through world-wide 
cooperation. The people themselves 
must understand the democratic mean- 
ing of a postwar new order, based on 
international cooperation within a 
world organization of peace. 

So far, discussions of postwar prob- 
lems have covered in general such mat- 
ters as the principles of freedom and 
liberty, and the equality of religions 
and races. Hitler, in the meantime, 
has been more realistic. He has start- 
ed construction of a pipe line for oil 
from Rumania to Germany. He has 
proposed building a tunnel under the 
English Channel, and he has revived 
the old German dream of a railway 
from Berlin to Bagdad. Unfortu- 
nately, the United Nations have pro- 
posed no such practical schemes which 
would seem plausible to the average 
man. He has been told merely that he 
must fight so that the United Nations 
shall win the war, and that when it is 
over he and his children will have a 
job on their hands. He has been told 
that by winning the war he will secure 
for himself and others like him the 
higher standards of living which are 
both needed and desired. 

This, however, is not enough. The 
average man is tired of mere theories. 
He must see, in terms of practical ac- 
tion, the job he will have to do in or- 
der to secure the sort of life he wishes 
to have. Industry and workers alike 
are actually fearful today that they 
will suffer a tremendous depression in 
the postwar world. But, as a matter 
of fact, there’s going to be a great deal 
of work needed when the war is over. 
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Reconstruction of war damage, as well 
as new construction, should and will 
provide work for multitudes, if only 
the difficulties ahead are recognized 
and planned for in advance. 


“ } ‘HE following proposed program 
is an attempt to anticipate some 


of the specific problems and show how 
they can lead to the organization of 
universal employment, employment on 
the greatest possible scale, based on in- 
ternational cooperation. 
ployment can be made actually univer- 
sal and unless such a sense of inter- 
national responsibility is aroused, we 
shall lose the peace a second time. 
Such a catastrophe can be avoided only 
if mankind is prepared for postwar 
times and made familiar, before this 
war is won, with the most desirable 
ways and effective means of attaining 


the right goal in peace. Accordingly, 


it is proposed that a 
GREAT PROGRAM OF PUBLIC WoRKS ON A 
WORLD-WIDE SCALE 

be prepared a program designed to 
insure employment for the masses of 
people over a period of from twenty- 
five to fifty years, one that would, at 
the same time, shape the outlines and 
environment for private promotion 
and initiative. 

Unemployment has been the most 
important structural fault and handi- 
cap of the prewar period. It was 
caused by several reasons, e.g., by the 
exclusion of large areas, as Russia and 
China, and also, to some extent, India, 
where the boycott of all imported 
goods was used as a means of passive 
resistance. These three territories 
represent about half of the world popu- 
lation, which was eliminated from the 
international turnover. Shrinkage of 
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POSTWAR MASS EMPLOYMENT IN PUBLIC WORKS 


consumption was made the more dan- 
gerous because of a simultaneous pro- 
hibition of free migration of peoples, 
goods, and money. The problems of 
distribution became incomparably more 
complex and difficult. And yet, paral- 
kl with this retrenchment of consump- 
tion, production was strikingly inten- 
sified by increased mechanization, ad- 
vances in technology, scientific organi- 
zation, and the standardization of 
methods. 


N ATURALLY, the development of the 
technical sciences and industrial 
management cannot be prohibited or 
stopped. However, provisions could 
have been made to balance these in- 
creased production facilities. For ex- 
ample, the shortening of work time, to 
alow for reasonable amounts of lei- 
sure, would have made it possible for 
people not only to work, eat, and sleep, 
but also to enjoy life. An increase in 
consumption could have been achieved 
by the reduction of prices of consumer 
goods, which the new, modern methods 
produced more cheaply. Easier earn- 
ings could have been made possible by 
the establishment of great, new public 
utility works on an international scale 
toraise the standard of living and, 
thus, to bring about a greater power of 
consumption. 


There were other reasons for this 
economic perturbation, mainly in the 
countries which started the present 
war. One of these was the investment 
of all national income in preparations 
for war. Such investment is by nature 
a nonproductive one, and it led to the 
complete extraction of existing capi- 
tal from all vital channels of creative 
work in national life. As a result, 
this pressure would inevitably result in 
economic catastrophe after the period 
of one generation. With conquest as 
their aim, these countries increased 
their population so that they might 
have enough soldiers for the terrific 
struggle. German and Italian mothers 
were given premiums for each son. 
After twenty years the children have 
grown to be men; unemployment has 
grown with them ; and the tension must 
result in explosion. In 1932 the 20 most 
industrialized countries of the world 
showed a registration of about 21 mil- 
lion unemployed. These countries 
represent a population of about 488 
millions; 1.e., about 122 million fami- 
lies. The 21 million unemployed are 
fathers and feeders of 21 million of 
families i.e., more than 17 per cent of 
the whole population in these countries. 
This figure alone proves the truth of 
the considerations mentioned above 
and emphasizes the fact that these 


a 


planned on an international scale, so that there can be an 


q “UNLESS production, distribution, and consumption are 


adequate exchange of different resources all over the world, 
there will be international gaps, overlaps, and the cyclical 
fluctuation of depressions. The present war proves beyond 
all doubt that no part of mankind can insulate itself from 
world events. As a result, America’s own economic life is at 
stake. Her well-being will depend largely on the postwar 


conditions of other countries.” 
797 
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masses of dissatisfied people must be 
relieved and given their most impor- 
tant right: the right to work. 


O™ more aspect must be consid- 
ered. Economic planning before 
the war was organized either on a 
closed national scale or not at all. There 
was, therefore, a lack of balance be- 
tween production and consumption. 
Totalitarian nationalism increased 
production in some countries to achieve 
self-sufficiency; total consumption on 
a world-wide scale, however, was not 
adapted to such increased production. 
Unless production, distribution, and 
consumption are planned on an inter- 
national scale, so that there can be an 
adequate exchange of different re- 
sources all over the world, there will 
be international gaps, overlaps, and 
the cyclical fluctuation of depressions. 
The present war proves beyond all 
doubt that no part of mankind can in- 
sulate itself from world events. As 
a result, America’s own economic life 
is at stake. Her well-being will de- 
pend largely on the postwar conditions 
of other countries. 

To obtain international turnover and 
exchange, it will be necessary to bring 
the production and consumption capac- 
ities of different countries to a more 
or less equal level. And this is the 
starting point for all our considera- 
tions. 

In order to base the future eco- 
nomic program on private enter- 
prise and initiative, we must first lay 
a groundwork that will allow for equal 
opportunity in production, distribution, 
and consumption. In some countries 
such a development of productive fa- 
cilities will be beyond the capacity of 
private initiative and financial power 


within the national boundaries. So 
public utility works on an_ interna- 
tional scale must first be established as 
a forerunner and foundation for pri- 
vate enterprise. 


| hoe example, private industry in 

countries which lack electrical fa- 4 
cilities or cheap gas cannot compete} 
with that of other countries, where§ 
these important productive factors are § 
available. This was also one of the® 
reasons that countries with less favor- 
able working conditions were forced, 
by the competition of imported goods, § 
either to close their borders against ¥ 
importation, or to suppress the factor § 
of labor wages in order to calculate 
end-prices of their products. . 

Several times within the last few 
decades excesses of produce have had § 
to be burned, although at the same@ 
time other territories were experienc- 
ing hunger revolts and starvation. Ar-§ 
gentine wheat and Brazilian coffee 
were destroyed at a time when people 
in China were starving to death. There} 
was famine in Russia when the Ukrai- 
nian basin was full of grain. These 
phenomena were due to technical and 
financial handicaps in the transporta- 
tion and distribution of goods; handi- 
caps which also caused great differ- 
ences in the consumption power of 
single states. Transportation and stor- 
age facilities had to be provided, there- 
fore, to facilitate the distribution and 
preservation of goods. 

All kinds of public utilities demand 
the common planning and common 
financial effort of the whole world, 
which has now been reduced to one 
community by the interdependence 
and correlation of its single parts and 
because of the technical improvements 
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Equal Opportunity in Future Economic Program 


ail order to base the future economic program on private enterprise 
and initiative, we must first lay a groundwork that will allow for 
equal opportunity in production, distribution, and consumption. In some 
countries such a development of productive facilities will be beyond the 
capacity of private initiative and financial power within the national 
boundaries. So public utility works on an international scale must first 
be established as a forerunner and foundation for private enterprise.” 





which have brought these single units 
doser together. When the war is over, 
all other nations will be completely ex- 
husted. Only this country will be 
able to accomplish the tremendous 
tasks facing mankind. Only America 
will have the financial sinews, the eco- 
nomic resources, raw materials, pro- 
ductive capacity, machinery, technical 
equipment, transportation facilities, or- 
ganizing experts, and—last but not 
last — the man power necessary for 
indertaking the job. That job will be to 
lad the rest of the world to secure 
and maintain a lasting peace and pros- 
perity based on freedom and justice. 


I’ the great panel of public utility 
works, some are important for pro- 
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duction, others for distribution or con- 
sumption, and still others are con- 
cerned with living conveniences. The 
field to be covered by public utility 
works can be considered from the 
standpoint of these three divisions. 
This discussion, however, does not at- 
tempt to decide whether these works 
should be achieved through the chan- 
nels of private enterprise, through the 
cooperation of governmental and pri- 
vate capital, or through public re- 
sources alone. Any of these means 
can be adopted. Where private en- 
terprise is not strong enough to take 
care of the necessary investments, com- 
bined capital, or even exclusively pub- 
lic financial resources, should be uti- 
lized. But in any case, private enter- 
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prise should be given the opportunity 
to develop on its own initiative and to 
expand wherever possible. 

The proposed list of public utility 
works is directed toward two general 
goals: first, to provide mass employ- 
ment for the present; and, second, to 
improve future living standards for all 
mankind. 

People will thus grow closer to 
each other mentally and emotionally, 
and in this way world-wide codpera- 
tion will become possible. 

The following general description 
serves as an outline of the enormous 
tasks that will confront us before we 
can reach our ultimate goal. Perhaps 
some of the projects may seem Utopian 
at the present time; many of -them, 
however, can and should be realized 
in the near future. 


1. Power Resources 


_— this group we must first 
consider the potential creative 
powers of nature. Today electric en- 
ergy is the main source of power for 
production; as light it is one of the 
important indices of culture. A com- 
parison of the consumption of electric 
power per capita in different countries 
reveals tremendous extremes, as will be 
seen by a glance at Table I, page 801. 


HE lowest figure in Table I is 4 
kilowatt hours (Netherland In- 
dies) and the highest is 3,189 kilowatt 


hours (Norway) per capita. So the 
country at the top has available for 
production 800 times the power pos- 
sessed by the country at the lowest 
end of the scale in this table. Further- 
more, there are other countries in 
which the yearly production of electric- 
ity does not reach even one kilowatt 
JUNE 24, 1943 


hour per capita. The range is greater 
in 1939, because the United States, 
Canada, Norway, and other electrically 
well-equipped countries increased their 
production considerably in the last two 
years before the war. 

In countries with large electrical re- 
sources, electricity furnishes the es- 
sential energy requirements of heat, 
light, and power for all phases of hu- 
man needs and activities in homes, in- 
dustry, agriculture, and communica- 
tion. 

Using Table I as a guide, we can es- 
timate how much must be done in the 
field of electrification to bring the 


more backward countries up to theJ 


higher level that the leading nations 
have achieved. It would take, proba- 
bly, about thirty to fifty years of great 
effort all over the world, if we continue 
to bear in mind that the problem should 
be treated as an international one, ona 
world-wide scale. Equalizing the elec- 
trical potential and its consumption 
will necessitate the cooperation of 
electric power resources of many dif- 
ferent countries. 

Connecting central power stations in 
the United States would provide an 
exchange on a national scale and 
would also increase opportunities for 
the utilization of energy throughout 
the country. A network of generating 
stations from Niagara to Bonneville 
and to Shasta dam, connected by long- 
distance transmission lines of 150,000- 
volt tension, would utilize all existing 
electric power resources based on 
water, oil, natural and artificial gas, 
and coal throughout the country and 
supply all districts in the United States 
with an equal factor of power to be 
used for production as well as con- 
sumption. 
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— this idea to the realm of 
international cooperation, invest- 
ments can be coordinated to produce an 
international exchange of electric 
power resources. Within the span of 
one or two generations we can conceive 
dflines going from the Yukon in Alas- 
kato Iguazu Falls in Argentina, which 
an furnish cheap electric energy to uti- 
lize the tremendous natural resources 
in mining, industry, and agriculture 
along this international line crossing 
the Americas from north to south. 
from such international systems, na- 
tional sublines could be laid out to sup- 
ly electric energy to districts far dis- 
tant from the main line. 

In the eastern hemisphere, different 
ystems of long-distance transmission 
ines may be proposed to utilize the 
natural water resources of rivers, and 
the dust coal which is accumulated as 


waste in coal mines. Continuous elec- 
tric energy could be obtained by com- 
bining hydroelectric stations, which 
demand high investments but are 
cheap in production, with steam elec- 
tric stations, which are cheaper in in- 
vestments and cheap in production, if 
they utilize the waste dust coal in 
mines. This would eliminate the diffi- 
culties of hydroelectric stations arising 
from low water levels in rivers during 
the summer time, or the freezing of 
water in the winter. 

Such an integrated system could op- 
erate in the northern part of Europe 
from the coal districts of northern 
France and Belgium, through the 
lower Rhine, Saar territory, West- 
phalia, northern part of Central Eu- 
rope, Baltic states, Finland, and Swe- 
den to Norway. A parallel Eurasian 
line could extend from the Sierra Ne- 
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TABLE I 
Output or ELectric Power IN SOME COUNTRIES IN 1937 


Countries 


Million Kw. Hr. 


Inhabitants in 


Output per 
Thousands i 


Capita in 
Kw. Hrs. 


569 
398 


664 
2,390 
5 
262 


6.867 
6,760 
8,361 
11,165 
450,000 
15,270 
3.764 292 
1,131 104 
3,630 767 
41,970 432 
67,500 725 
71,500 373 
8,640 255 
67,400 4 
2,906 3,189 
34,515 97 
19,646 55 
6,285 1,264 
4,183 1,635 
16,800 6 
47,387 485 
120,818 1,138 
169,000 215 
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vadas of the Iberian peninsula, through 
the water resources of Pyrrenean gla- 
ciers, the Rhone and Rhine, and of 
the Alp glaciers, the Silesian coal dis- 
trict, the northern part of the Car- 
pathian mountains, Polish and Ruma- 
nian oil and gas basins to the Dnieper, 
the Donets coal valley, the Volga, the 
Caucasus with its excellent water and 
oil resources, and further to the Eu- 
phrates and Tigris, and the Persian 
Gulf. This line would have two exten- 
sions: one going through Lebanon, 
Palestine, the Nile, Lakes Victoria, 
Tanganyika, and Nyassa, and the Zam- 
bezi and Limpopo rivers to the south- 
ern African industrial district, with a 
sideline utilizing the Congo and Niger 
rivers; the other based on the gigantic 
power resources of the Himalayan gla- 
ciers and rivers, which can supply elec- 
tric power through the Indus, Ganges, 
Bramaputra, and Irrawady rivers, to 
both Indian peninsulas and China, com- 
bining the Yangtze Kiang and Hwang 
Ho through the Amur with the Si- 
berian electric system. 


HESE systems of lines would open 
the way within thirty to fifty years 
for the world-wide utilization of elec- 
tric power, by making it generally 
available and more or less equally 
cheap. In all these considerations, it 
is to be understood that the technical 
maximum is not always an economic 
optimum. 
For some industries which demand 
a large consumption of calories and in 
the colder countries, gas as a source 
of heat will have the same importance 
as electrical resources have as power. 
Many metallurgical and chemical proc- 
esses, as well as glass-manufacturing 
and ceramic industries (lime, brick, 


and cement—all highly important for 
housing), and different synthetic 
processes are based on the consump- 
tion of a great amount of calories. 
There are in general two kinds of gas: 
natural, i.¢e., earth gas, and artificial 
gas. These two resources can be com-§ 
bined into a system of pipe lines cov- 

ering the most important areas. In the 

western hemisphere lines could range 

from the Pennsylvania coal and petro- 

leum district through Kentucky, Okla-§ 
homa, Texas to California. The coal 

basin of Alaska is the most northerly 

source of caloric energy and this can 

be used to develop the immense natu- 

ral riches of Alaska, which has great} 
potential value as an industrial section 

in the northwestern part of this conti-§ 
nent. Mexican oil and gas wells would 
constitute a natural junction between 
North America and the Venezuelan oil¥ 
and gas district, and this line could ex- 
tend further to the Argentine petro- 
leum basin passing the coal district of 
Brazil. The great distance between 
districts will be a handicap to the es- 
tablishment of one connecting system 
based on natural resources; however, 
the production of artificial gas in areas 
where it is needed would facilitate 
completion of the system. 


: Europe a similar network could be 

extended from the Caucasian oil and 
gas fields through the Ukrainian coal 
basin, Rumanian and Polish oil and 
gas fields, Upper Silesia, Westphalia to 
northern France. 

The coal reserves in China are esti- 
mated at about 250 billion metric tons 
in 15 provinces. (America’s coal esti- 
mate is 3,000 billions net tons.) Half 
of the Chinese deposits are in one prov- 
ince, Shansi. In terms of industrial 
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Tasks Facing Postwar World 


66 ALL kinds of public utilities demand the common planning and 
common financial effort of the whole world, which has now been 
reduced to one community by the interdependence and correlation of its 
single parts and because of the technical improvements which have 
brought these single units closer together. When the war is over, all other 
nations will be completely exhausted. Only this country will be able to 
accomplish the tremendous tasks facing mankind.” 





development, this offers immense pos- 
sibilities for a great Chinese chemical 
industry. It could also lead to the ren- 
aissance of the world-famous ceram- 
ic industry in China, which has led 
the world in porcelain production since 
early history. 

A network of long-distance pipe 
lines could transport the purest heat- 
ing energy in the cheapest way. Long- 
distance pipe lines for oil would 
answer similar needs. The United 
States has already started construct- 
ing a pipe line approximately 2,500 
miles long to transport Texas oil to the 
East coast. And a similar project in 
western Canada and Alaska may be re- 
alized even earlier. 


2. River Improvements and 


Other Waterworks 


EB vee regulation of rivers consti- 
tutes a special troup of public 
works with influence on four func- 
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tions : flood control, inland navigation, 
hydroelectric power, and irrigation 
for agriculture. Few people realize 
how much fertile soil is washed away 
annually by rivers. This not only dam- 
ages the land and its agricultural 
products; it is also a threat to inland 
navigation and harbor capacity, which 
is continually slimed. In California 
alone, the yearly losses of fertile soil 
by erosion amount to 9,000,000 tons. 
The yearly cleaning costs of each 
greater harbor run into millions of 
dollars. In addition, there are other 
losses, which occur on immobile prop- 
erty through inundation. Solving the 
problem of flood control alone will 
provide jobs for millions of people 
during the future decades, particularly 
for country dwellers or people living 
at a great distance from industrialized 
centers. 

In addition to establishing flood 
control, the regulation of rivers also 
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means the opening of waterways for 
the transportation of goods within a 
country. Where this method can be 
used it eliminates the expensive train 
freight rate, and sometimes also the 
loading out cost from transoceanic ves- 
sels to trains or small boats. Such 
facilities already exist on the La Plata, 
Amazon, and many other rivers, which 
are navigable for long distances into 
the country. 

Another aspect of river regulation is 
the building of dams for sources of 
electric energy and to act as collectors 
for irrigation systems. Electric power 
both stimulates and is essential to in- 
dustry and communication.  Irriga- 
tion is a source of vital power for agri- 
culture and silviculture. 

These four functions of river regu- 
lation can be decisive in our future 
economic prosperity. They affect the 
economic welfare of a country’s inhab- 
itants and can even influence such natu- 
ral conditions as the climate of a re- 
gion, through improved forestry. 

It is obvious, then, that this one 
group in the field of public works has 
far-reaching extensions into a number 
of phases of daily living and activity 
and must be carefully planned. 


Pepe kind in the same group is 
the building of artificial canals 
between rivers and seas. Plans have 
already been formulated for extending 
the St. Lawrence-Great Lakes water- 
way to New Orleans by joining Lake 
Michigan with the Mississippi river, 
and thus establishing a waterway 
across the middle of the United States 
from the eastern Canadian border to 
the Gulf of Mexico. This will pro- 
vide the central and southern states 


with a new horizon for their develop- 
ment by opening a cheap and conven- 
ient means of immediate communica- 
tion between these states and Europe 
as well as South America. 

An old European project of in- 
land canals will open a waterway from § 
Marseilles on the Mediterranean sea to 
Rotterdam on the North sea. The 
Rhine-Rhone canal, combined with 
Danube, Elbe, Oder, Vistula, Dniester, 
Dnieper, Don and Volga rivers, will § 
join the Atlantic ocean, the Mediter- | 
ranean, North, and Baltic seas with the 
Black, Azov, and Caspian seas. 

In the Far East, canals between 
river systems of the Yangtze Kiang, 
Hwang Ho, and Amur can be a great 
incentive for the transportation and 
industrialization of vast areas. They 
could also make Chinese products more 
easily available for world exchange. 

Furthermore, artificial canals be- 
tween seas, such as the Suez and Pan- | 
ama canals, will solve some of the 
problems of communication and trade. 
A second canal in Central America, ¢.9., } 
in Guatemala or Nicaragua, not only 
would have strategic importance, but § 
also would stimulate economic devel- 
opment and commercial exchange both § 
between eastern and western states and 
between America and the Pacific is- 
lands and the Far Asiatic continent. 

In developing the sphere of this 
group of public works we must in- 
clude in them also sea and inland har- 
bors; construction of new and recon- 
struction of existing—a job which will 
assure work for millions of people over 
several decades. In Europe alone the 
reconstruction of ports which have 
been devastated by war will provide 
work for many years. 


(To be concluded in the next issue) 
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Are Utilities a Proving Ground 
For the Race Question? 


Some interesting problems arising from attempts to 
follow to the letter in the capital city the Presi- 
dent’s reaffirmance of the Federal policy of open- 
ing employment doors in defense industries to all 


comers without discrimination because of race, 
creed, color, or national origin. 


By LARSTON D. FARRAR 


of the United States that there 

shall be no discrimination in 
the employment of workers in de- 
fense industries or government be- 
cause of race, creed, color, or national 
origin, and I do hereby declare that it 
is the duty of employers and of labor 
organizations . . . to provide for the 
full and equitable participation of all 
workers in defense industries, without 
discrimination because of race, creed, 
color, or national origin. . .” 

This quotation is the heart of a 
much longer executive order signed by 
President Roosevelt on June 25, 1941, 
as he put into new words an age-old 
policy of the United States govern- 


T po hereby reaffirm the policy 
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ment. Known officially as Executive 
Order No. 8802, the words were im- 
plemented by formation of a Commit- 
tee on Fair Employment Practices, 
which has been functioning in and out 
of the public prints since the date of 
its organization. 

Almost needless to repeat, every en- 
lightened American agrees that a na- 
tion in which there will be no prejudice, 
no crime, no discrimination, no harsh 
words, no fires, no sin of any sort is a 
nation greatly to be desired and worthy 
of the highest voice that calls to the 
depth of liberal men. A man would 
be foolish, indeed, not to hope for 
such a day to come so that he and his 
children and his children’s children 
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might live happily all the days of their 
lives. 

Yet, there were many informed per- 
sons who looked askance at the Presi- 
dent’s so-called ‘no discrimination” 
order, not because they disagreed with 
the ideal but because they were suspi- 
cious that it might contain other pur- 
poses besides those stated and bring 
about conditions not foreseen. 


HERE were some who said, no 

doubt unjustly, that it was just 
another hidden method of appealing to 
groups that are noted for their tend- 
ency to vote in blocs. 

There were others who pointed out 
that, while the aims of the order were 
certainly to be commended, there is 
such a thing as moving so far ahead 
of the group mores, or the people’s 
thinking en masse, that the results 
might prove to be quite different from 
the commendable aims in mind. 

Still others, running the risk of 
being labeled “pin point liberals” and 
“Tories,” pointed out that a time when 
the nation was girding for war and 
when conditions called for a new spirit 
of unity—or “oneness—”’ was no time 
to emphasize the many diverse racial, 
creedal, national, and color distinc- 
tions. These persons hinted (un- 
doubtedly without a basis) that dicta- 
tors such as Hitler found it expedient 
to “divide and rule” in other lands by 
emphasizing the diversity of the racial 
groups and that it would seem such an 
order as the President’s might accom- 
plish much the same end. 

Since its establishment, although it 
has been in the newspapers frequently 
and its members have been rather vo- 
ciferous in the number of speeches 
they have made, it must be admitted 
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that the Committee on Fair Employ- 
ment Practices has been pushed around 
rather badly—by the very administra- 
tion that gave it life. 


* epreeee W. Cramer, executive 
secretary of the committee since 
its inception, recounted rather sadly 
to a recent interviewer that his agency 
began operations under the Office of 
Production Management, later was 
shunted to the labor division of the 
War Production Board, then was 
without affiliation for a time, almost 
went into the Office for Emergency 
Management, but finally landed in the 
War Manpower Commission on July 
30, 1942, where it has remained un- 
til this day. 

The members of the Committee on 
Fair Employment Practices included, 
until recently, Malcolm S. MacLean, 
president of Hampton Institute, chair- 
man; Mark Ethridge, general man- 
ager of the Louisville (Ky.) Courier 
Journal; William Green, president of 
the American Federation of Labor 
(represented by Boris Shishkin) ; 
Philip Murray, president of the Con- 
gress for Industrial Organizations 
(represented by John Brophy) ; Earl 
B. Dickerson, city counsel of Chicago; 
David Sarnoff, president of the Radio 
Corporation of America; and Milton 
P. Webster, of Chicago, vice president 
of the Sleeping Car Porters Union. 

Mr. Sarnoff, Mr. MacLean, and Mr. 
Ethridge have handed in their resig- 
nations, pleading ‘‘overwork” on other 
matters; and while the committee is 
still functioning, Mr. Cramer has to ad- 
mit reluctantly that it is in a “marked 
state of inaction at the present time.” 
He says that activities of the commit- 
tee seemed to have been “bogged 
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down” ever since it was transferred to 
the War Manpower Commission, but 
this should not be taken as a rebuke to 
WMC. More recently, Monsignor 
Francis Haas of Catholic University 
was appointed chairman of FEPC. 


f ime committee, it may be noted 
in passing, includes at least “‘one 
economic left-wing liberal” but no 
person high in the field of public utili- 
ties, unless Mr. Sarnoff can be classed 
as a utility executive. Mr. Cramer is 
authority for the statement that there 
is at least one left-wing liberal on the 
committee, pointing out that this ap- 
pointment was the idea of Mark Eth- 
ridge, chairman of the committee at 
first. The “left-wing liberal” was not 
otherwise identified. It may also be 
noted that none of the members of the 
committee has ever been known to be 
violently opposed to any New Deal 
policies. All of them, for example, 
supported the abortive Supreme Court- 
packing proposal in 1937. 

Although a history of the commit- 
te’s work would be enlightening to 
many, we are interested here primarily 
in how it became active in the field of 
public utilities, where it gains most of 
its publicity today. 

When it was formed first, the com- 
mittee was believed by many to have 
narrow bounds of operations. Taking 
the President’s order literally, they 


read that there should be no discrimi- 
nation in defense industries or in gov- 
ernment. The term “defense indus- 
tries” at that time had a fairly well- 
defined meaning in the minds of most 
persons. It referred to industries 
holding government defense contracts. 
And, of course, the term “government” 
meant then just what it does now. 


oo the committee, however, 
found it expedient to include utili- 
ties and many other industries in the 
scope of its authority, it resorted to a 
very familiar device. The War Man- 
power Commission simply listed tele- 
phone and telegraph companies and, 
specifically, the street car and bus sys- 
tems of the District of Columbia, as 
essential “war utilities.’ As such, of 
course, they are subject to Executive 
Order No. 8802. 

Explaining why his committee en- 
tered these new fields, although it was 
believed the members were being kept 
busy enough fighting discriminations 
against Mexicans, the foreign-born, 
Negroes, and other minorities in the 
thousands of war plants, Mr. Cramer 
said that it was because of “wide- 
spread complaints of discrimination.” 
He said that most of these complaints 
were centered in Washington against 
the Capital Transit Company, but that 
many came in from Baltimore, Chi- 
cago, Los Angeles, and other large war 
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“THE colored citizens of Washington have their own movie 
theaters and other places of recreation. For the most part, 
by unofficial social custom, they eat in different restaurants 
from white citizens. Property deeds under the so-called 
‘white covenant’ perpetuate restrictions against the sale and 
rental of real estate to colored buyers or tenants which has 
been reserved for white occupancy.” 
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centers. Presumably, if it has not al- 
ready done so, the committee expects 
to classify intracity transportation 
companies in those cities as essential 
“war utilities” and place them under 
the President’s ‘“no-discrimination” 
order. 

As a result of its investigations into 
the Capital Transit Company in Wash- 
ington and after several hearings, the 
committee late in November, 1942, is- 
sued its first “race bias” order against 
a utility. 


HE main points of the order to 
the Capital Transit Company in 
Washington were these: 


1. The company was required to sub- 
mit a monthly report, beginning De- 
cember Ist, indicating the number of 
Negroes employed, together with de- 
tails of the “skill levels,” with similar 
statistics covering white workers. 

2. Personnel officers must be in- 
structed formally to recruit, employ, 
train, and promote workers solely on 
the basis of qualification, without re- 
gard to race, color, creed, etc. 

3. Employment forms must not con- 
tain any reference to race or religion. 

4. Outside agencies used to recruit 
or train workers must be instructed 
similarly against race bias. 

5. The recognized bargaining union 
must be given notice that it should 
comply with.the order with respect to 
union membership. 

6. The company must furnish the 
WMC Committee on Fair Employ- 
ment Practices with a copy of each of 
the above notices within five days. 


Because it desires sincerely to solve 
its particular race problem as ex- 
peditiously as possible, this transit 
company carried out to the letter the 
orders of the committee. Subsequently, 
it began the employment of Negroes 
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under the conditions set forth by the 
committee, and, according to Mr. 
Cramer, this is what happened: 


HE company took a large number 

of applications from Negroes and 
whites. Choosing the eligible persons 
from among these (it still was left the 
right to choose as to physical ability 
and intelligence), the company chose 
two Negroes to take its training courses 
in order to learn to be motormen of 
its busses. 

On the appointed day for their train- 
ing to begin, only one of these Negroes 
appeared at the company offices, He 
was assigned to ride on a 2-man car 
route with a white motorman, in order 
to learn the rudiments of operation. 
When the Negro boarded the car, the | 
white motorman refused to drive it out 
of the terminal. The company asked 
other white men to train the Negro. | 
They refused. The Negro stepped 
down from the car and, at this writing, 
has not yet learned the operation. 

The committee, making a subsequent 
investigation, suspected that there 
might be (in the words of Mr. Cramer) 
collusion between the company and the 
union, but no proof of this fact could 
be established. However, certain facts 
were quickly established (and had been 
known) by the committee. 

J. G. Bigelow, president of Division 
689, of the Amalgamated Association 
of Street, Electric Railway, and Motor 
Coach Employees of America (AFL), 
came before the committee as a private 
citizen and declared that he could not 
be responsible for actions of the white 
operators of the company if Negroes 
were employed by force as platform op- 
erators. He urged the committee to let 
the matter remain as it is for a time. 
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Elementary Idea of Good Public Relations 


‘T - merchant or other businessman with the most elementary ideas 

of good salesmanship and public relations is going to pick the 

prettiest girl out of his staff and put her up front in the cashier’s cage tf 

he has a choice. The theory of this is sound merchandising. People don’t 

like to pay out money; and, if a cheerful smile can make the disagreeable 
process more palatable, that is the way to do it.” 





i hes company, all the while main- 
taining that it wanted to obey the 
President’s order to the crossing of a 
“t,” declared, in effect, that it might 
without trouble employ Negroes in 
many other capacities and indicated 
that it could well employ the same pro- 
portion of Negroes in its operations as 
the Negroes constitute among the gen- 
eral population (which in Washing- 
ton would be about 28.6 per cent of 
the population). However, such a 
quota basis is dismissed flatly by the 
committee as constituting “discrimi- 
nation” pure and simple. Any form of 
“quota” is merely discrimination try- 
ing to masquerade as nondiscrimina- 
tion, in the committee’s opinion. Only 
the hiring of all eligibles on the basis 
of first come, first hired is acceptable 
compliance, it believes. 

In this case, as in others, the com- 
mittee seems to be interested, indirectly 
at least, in doing the politically expedi- 
ent thing and in concentrating on the 
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Negro problem. While it is true that 
the committee has made statements de- 
ploring discrimination against Jews, 
aliens, and other minority groups, it 
has failed to point out that there is ab- 
solutely no “racial” discrimination 
against any minority group by the com- 
pany in this case and certainly not 
against the Jews, who are represented 
among the company’s best clients and 
friends. 

The committee, of course, cannot 
admit it, but there is widespread sus- 
picion in Washington that the commit- 
tee is engaged in promulgating well- 
known ‘race reform” ideas of our 
First Lady of the land as well as others 
high in administration councils. These 
reforms may well be both commend- 
able and inevitable. But it does not 
necessarily follow that they are going 
to be popular in a city with the psy- 
chological make-up of Washington, 
D. C.—especially if they are pushed 
too far and too fast for their own good. 
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. I ‘HE psychology of the particular 
community, indeed, is probably 


the crux of the delicate problem of pro- 
moting reforms along the lines of 
greater race equality. Washington, 
D. C., for example, is basically a south- 
ern city, despite its superficially cos- 
mopolitan character and the fact that 
it is less than 100 miles south of the 
Mason-Dixon line. It is not entirely a 
Jim Crow city, although just next 
door, across the Potomac river, in the 
state of Virginia, Jim Crow’s domain 
begins in earnest, with the statutory 
segregation of white and colored pas- 
sengers on common carrier vehicles. 

But Washington, by laws of Con- 
gress, has established a public school 
system by which colored and white 
pupils are segregated in different 
school buildings. The colored citizens 
of Washington have their own movie 
theaters and other places of recreation. 
For the most part, by unofficial social 
custom, they eat in different restau- 
rants from white citizens. Property 
deeds under the so-called “white cove- 
nant” perpetuate restrictions against 
the sale and rental of real estate to 
colored buyers or tenants which has 
been reserved for white occupancy. 

The city has four major universi- 
ties: Georgetown, George Washing- 
ton, and Catholic University, which 
accept no colored pupils, and Howard 
University (subsidized by the govern- 
ment) which might as well accept no 
white pupils since none go there. Hos- 
pitals, doctors, and other public health 
and charity services have worked out 
similar unofficial forms of racial segre- 
gation. 

Now that is a picture of Washing- 
ton as it is today. When you suddenly 
intrude on such a community an abrupt 


change in social mores, as colored bus 


drivers, there is bound to be reaction | 


simply because the thing is unheard of. 
On the other hand, a colored bus driver 
in Detroit would not attract a second 
glance. 


HE question naturally arises as to 
whether it is entirely fair to the 
public utility companies to make them 
the guinea pigs for pioneering these 
social reforms when the government 


itself, both the government of the | 


United States and the government of 


the District of Columbia, openly sup- | 


ports the various devices for continuing 
Washington’s traditional conception of 
race segregation. As far as the mere 
employment angle is concerned, utili- 


ties in the nation’s capital would prob- § 
ably welcome the chance to solve their | 


personnel problems in these labor short- 


age days by filling up their ranks with : 


the relatively more available colored 
help. 

But if we put a colored bus driver in 
the white middle-class Northeast resi- 


dential section of Washington in a | 


situation where his company’s regula- 
tions would call upon him to eject a 
white female passenger (for failure to 
pay fare, disorderly conduct, or other 
violations ), what would happen? Well, 
any Washingtonian will tell you that if 
there were white men on that bus there 
would probably result a minor race riot 
if not a major one. Is bringing such a 
situation about, by precipitate govern- 
mental action, fair to the utility? Is it 
entirely fair to the colored man to put 
him in such a spot? Is it really helping 
to solve the race discrimination issue 
in the best way it could be solved? 
Discrimination in employment op- 
portunities, of course, is as old as em- 
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ARE UTILITIES A PROVING GROUND FOR THE RACE QUESTION? 


ployment opportunities themselves. 
But it is not necessarily unlawful 
or antisocial. 


A* merchant or other businessman 
with the most elementary ideas 
of good salesmanship and public rela- 
tions is going to pick the prettiest girl 
out of his staff and put her up front in 
the cashier’s cage if he has a choice. 
The theory of this is sound merchan- 
dising. People don’t like to pay out 
money; and, if a cheerful smile can 
make the disagreeable process more 
palatable, that is the way to do it. Does 
this discriminate against the fat girl or 
the plain-faced young lady who has to 
take a desk back of the filing cabinet? 
Probably it does, but nobody has yet 
suggested that it is unlawful. Public 
utilities like to merchandise their serv- 
ice along the accepted lines of good 
public relations. They likewise want to 
put the most acceptable people in posi- 
tions of public contact so as to avoid, 
as much as possible, unnecessary fric- 
tion. 

Why, then, should the utilities be 
placed under employment restrictions 
which are not applied to other busi- 
nesses—just because they are utilities? 
Surely, this issue has nothing to do 
with principles of conventional utility 
regulation which heretofore have been 
the sole basis for distinction between 
utilities and nonutilities. 


Furthermore, to go back to our 
hypothetical office case, the plain-faced 
young lady and Lena Popgirdle, sitting 
at their desks behind the filing cabinets, 
know that the discrimination against 
them applies only to a limited area of 
employment opportunity—the area of 
“public contact.” They know that in 
other more important areas they can 
use their brains and acquire skill which 
will give them jobs comparable with, 
if not superior to, the powder-and-puff 
post in the cashier’s cage. And, such is 
the law of human compensation, the 
girls behind the filing cabinet are quite 
likely to apply themselves so well that 
in years to come they will be worrying 
about income taxes while the maturing 
cashier is worrying about moving back 
for a more pulchritudinous recruit. If 
beauty were a universal test for busi- 
ness jobs, many a top executive would 
have to clear out of his office right this 
minute. 


Ne in principle, the race employ- 
ment situation for utilities fol- 
lows a similar pattern. It is doubtless 
true that some utilities, especially in 
southern cities, have tried to place their 
colored help in places where they could 
get along best, and be of greatest serv- 
ice to themselves as well as their em- 
ployer. Of course, if the government 
says that all that has to be changed by 
public utilities, naturally it will have 


cities, have tried to place their colored help in places where 


q “It is doubtless true that some utilities, especially in southern 


they could get along best, and be of greatest service to them- 
selves as well as their employer. Of course, if the govern~ 
ment says that all that has to be changed by public utilities, 
naturally it will have to be changed.” 
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to be changed. In that event, utilities 
as a matter of elementary public rela- 
tions policy will probably see to it that 
their customers—all of them—well un- 
derstand that the new set-up is the 
government’s responsibility. Perhaps 
that is the only way such reforms can 
ever be accomplished and Mr. Cramer 
knows what he is talking about after 
all. 

Well, if that’s the answer—govern- 
ment fiat—let’s take a look at an im- 
portant beginning the government 
could make in its own front yard. 

If these reformers would turn to 
the field where they have greatest sway 
—the government—to initiate and 
achieve their program before scatter- 
ing their shot on thousands of war in- 
dustries and unrelated companies such 
as an ore mine in Alabama and a transit 
company in Washington, D. C., they 
would at least make a better showing. 


M®* Cramer himself revealed how 
much work the committee could 
perform by concentrating on the gov- 
ernment in a speech before a regional 
meeting of the National Conference of 


Social Workers in New York on 
March 11, 1943. He said at that time: 

“In April, 1942, a sampling of Fed- 
eral employment practice revealed that 
Negroes constituted (only) 9 per cent 
of all employment, of whom 62 per 
cent were in custodial classifications. 
The proportion of service employees to 
the total employees in the Federal gov- 
ernment is roughly about 7 per cent.” 

And, speaking of government em- 
ployment of Negroes and upgrading of 
them in Washington, D. C., Mr. 
Cramer said: 

“The proportion of Negroes had 
risen from 9 per cent to more than 17 
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per cent of total personnel in the Wash- 
ington service, (but) in the field sery- 
ice, Negroes still constituted only 5 per 
cent of total employees, of whom 38 
per cent were in custodial classifica- 
tions.” 

On a basis of comparisons, it might 
strike an unbiased observer that the 
Capital Transit Company would be do- 
ing quite well if it used Negroes to the 
extent of 28.6 per cent, although the 
Federal government that rejected this 
proposition has not yet employed near- 
ly this many in proportion to the Negro 
population of Washington. A cynical 
person might turn to the committee 
with these figures and say : “Physician, 
heal thyself.”” Or even “Cast first the 
beam from thine own eye, before thou 
remarkest of the mote in thy brother's 
eye, thou hypocrite.” 


_ it annoys him to think there 
are such men still in the govern- 
ment, Mr. Cramer has to admit that 
many administrators of government 
bureaus are not as anxious to push the 
needed reforms and “upgrade” Ne- 
groes as he thinks they should be. These 
men, cautious about outrunning the es- 
tablished patterns of the vicinity and 
the thought-patterns of the nation, sim- 
ply are cagey about using the war as 
a reason to better the relative position 
of a minority group. However, Mr. 
Cramer thinks they are just “overly 
sensitive” and, if he had his way, F. 
D. R. would take a firm hand, both in 
the government and in industries on 
this race question. 

“We must not waver,” he declares 
firmly. “This is a question of utilizing 
man power and is a desirable social re- 
form. The people are ready for what- 
ever sensible moves are made to utilize 
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Colored Help a Postwar Problem 


“... in some labor shortage areas, competition of other industries and 
the armed services for able-bodied white men, plus the relatively high 
percentage of ‘rejects’ among colored men for armed service, has resulted 
in availability of colored persons for employment all out of proportion to 
the relative race population of the community. In other words, hiring on 
the basis of first come, first hired, without regard to race might soon fill 
up the ranks of utility employment with colored help—thereby creating a 
problem for the future.” 





all racial and other groups and, by 
hedging, friction comes tod the fore.” 

He feels, therefore, that the present 
impasse at the Capital Transit Com- 
pany has not been broken because no 
one with a firm hand has taken hold 
of the problem. He thinks that the com- 
pany’s protestations that a “go-ahead”’ 
in spite of the attitude of its white em- 
ployees is futile, is simply dillydally- 
ing, and he is frank in saying so. He 
sees little reason to believe that hiring 
Negro bus or street-car drivers might 
endanger the company’s whole public 
relations program and bring it into 
many difficulties not written in the 
sociology books of the land. 


pace’ utility manager and every 
employer would probably agree 
with Mr. Cramer that “from the pure- 
ly practical approach of man-power 
utilization, discrimination in employ- 
ment is, in the present crisis of man- 
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power shortage, of paramount impor- 
tance.” However, many will not agree 
with him that now is the time to force 
upgrading of Negroes in plants where 
they have been relegated traditionally 
to less supervisory posts. 
Furthermore, in some labor shortage 
areas, competition of other industries 
and the armed services for able-bodied 
white men, plus the relatively high per- 
centage of “rejects” among colored 
men for armed service, has resulted 
in availability of colored persons for 
employment all out of proportion to 
the relative race population of the com- 
munity. In other words, hiring on the 
basis of first come, first hired, without 
regard to race might soon fill up the 
ranks of utility employment with 
colored help—thereby creating a prob- 
lem for the future. It has been sug- 
gested that the employment of females 
would be more desirable as a stopgap, 
since they presumably would be more 
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willing to relinquish their employment 
when the armed forces are demobilized. 
Remember, the law requires the utili- 
ties to give their former white em- 
ployees their old jobs back when they 
get back from war. 

Utility employers could point out 
that thousands of Negroes are hold- 
ing jobs as heads of departments, as 
foremen, as supervisors, and in many 
other enviable economic positions. 
However, these Negroes were not 
“forced” into these positions by law, 
or by executive fiat. They worked up 
casually and unnoticed and deserved- 
ly, not with a chip on their shoulder 
and “I-dare-you-to-do-anything-about- 
it attitude.” 


HILE no official action has been 

taken by the committee, or at least 
not for publication as yet, it is known 
that its discussions are centering on 
many public utilities other than those 
named here. Mr. Cramer gave an ink- 
ling of some of these when, in his New 
York speech, he deplored the fact that 
the Tolan report had to list seven 
unions of the railway brotherhoods 
as barring nonwhites from member- 
ship. And, pointedly referring to rail- 
roads in the South, he said: 

“On the southeastern railroads, ex- 
clusion of nonwhites or their exclusion 
from certain classes of employment is 
encouraged or accomplished by ‘per- 
centage’ or ‘nonpromotable’ clauses in 
union agreements or by tacit or other 
informal understanding. The percent- 
age clauses generally provide that no 
more than a stated proportion of em- 
ployees shall be nonpromotable men. 
Not all nonpromotable men are Ne- 
groes, but all Negroes are nonpromot- 
able men. This excludes them from 


positions as engineers, conductors, and 
in some cases as switchmen, yardmen, 
or other employment.” 

The committee has been surprised by 
the lack of complaints of “discrimina- 
tion” coming from the South, but its 
members feel that there is a deep and 
significant cause for this apparently 
harmonious condition. They hint that 
the Negroes are afraid to complain. 
And it pleases them, obviously, to know 
that Negroes in Baltimore, Chicago, 
Los Angeles, and elsewhere are not 
afraid to make public their demands 
for a square deal. So far, the commit- 
tee’s complaints have come mostly from 


Negroes, with a scattering from aliens, | 


and less than 10 per cent because of al- 
leged creedal or national origin dis- 
tinctions. 


rr is as much the committee’s job to E 


see that loyal German aliens, for 
example, are used in war industries and 
upgraded as fast as possible. And 
while this phase of the committee’s 
work is not publicized as widely as 
other angles, the members are plugging 
away at it. They also are in the spear- 
head of the groups agitating that the 
citizen Japanese in the detention camps 
be sent back to the West coast, although 
General DeWitt declared vehemently 
that “A Jap’s a Jap,” a statement that 
caused widespread comment, but few 
denials thus far. 

Although he recognizes that “old 
patterns are slow to change,” and that 
“racial, religious, and national preju- 
dices are deepseated, charged with 
emotion, and stubborn and irrational,” 
Mr. Cramer sees no reason why every 
order of the committee should not be 
accepted and put into effect without 
question. 
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All Aboard! 
But Where Are 


All “Aboard! 
the Passengers? 


Foresight planned a fine rail line to get shipworkers 

to Terminal Island, California. The trains are run- 

ning, the fare is low—but shipworkers stick to their 

own automobiles. Traffic men believe that a selling 
job is ready to be done. 


By JAMES H. COLLINS 
| N the days of Richard Henry Dana, 


and “Two Years before the Mast,” 
it was “Rattlesnake Island,” and 
™ well named. Half a mile off its south- 
west end was a steep, bare, clayey islet 
called “Dead Man’s Island,” because a 
sea captain had been hurriedly buried 
there. 

The dead man is gone. His island has 
been nicely leveled off and squared up 
by harbor dredges, and is now “‘Reser- 
vation Point.” The other island has be- 
come “Terminal Island,” in Los An- 
geles-Long Beach Harbor, the work- 
shop of the California Shipbuilding 
Corporation, where world records are 
being broken right along, and an un- 
tateable number of thousands of ship- 
workers have to be taken every day, 
and brought out at the end of their 
shifts. 

That the rattlesnakes might come 
back again is a possibility not lost sight 
of since Pearl Harbor. In any enemy 
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bombing program, this spot would 
stand high as the scene of an “‘inci- 
dent.” 

In fact, the rattlesnakes struck in 
the East Indies when they cut off rub- 
ber, and early in 1942 the United States 
Maritime Commission took steps to 
get the shipworkers to their jobs by 
rail as a hedge against what might 
happen to their tires. At that time they 
were driving to ferry points in their 
own automobiles to be taken across by 
boat. It was a roundabout business, the 
ferries were becoming a bottleneck, and 
the expansion program promised a lot 
more shipworkers. So the commission 
played safe, earmarking nearly $1,000,- 
000 for a rail line right into the island. 

That was a time of rail line plan- 
ning for all California war plants. 
The California Railroad Commission 
mapped an additional $3,276,000 worth 
of rail extensions, none of which has 
been built to date. 
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ut the Terminal Island line was 

built. Construction started in July, 
1942, cars were brought down from 
San Francisco, sixty of them, and to- 
day the trains are running. But they 
carry hardly one-tenth as many ship- 
workers as were provided for in the 
plans, because their automobiles have 
lasted far longer than was thought 
possible a year ago, and they get liberal 
allowances of gasoline and rubber. 

If you want to assume that the rail 
line will never have traffic up to its ca- 
pacity, and the present status of the 
synthetic rubber program indicates 
something like that, then the money in- 
vested, and the time and trouble get- 
ting materials to complete it, appear to 
be a dead loss. 

But if you want to carry the item on 
the books as insurance, then it is cheap, 
and thoroughly justified. 

A million dollars is just about the 
cost of one Liberty cargo vessel built 
at “Calship.” When the yards were 
projected, the cost was estimated at 
$1,650,000 per ship. Steadily this fig- 
ure has been cut down until in March, 
this year, it was predicted that the cost 
of putting into sea service the 136 ships 
then remaining on the program would 
be around $136,000,000. 

Or the cost of the rail line is 5 per 
cent of the $20,000,000 thus far in- 
vested in the yards. 


7” the last war, Hog Island, near 
Philadelphia, was the giant ship- 
building project. After many setbacks, 
it got going at the rate of eight 7,500- 
ton cargo vessels a month, in 1918. 
“Calship” builds 10,500 tonners and, 
at last accounts, was delivering them 
every two days. Nearly one-quarter of 
our war cargo vessel capacity is lo- 
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cated there, on what, in February, 
1941, was a bog. 

“Calship” is out of San Francisco 
bridge, by Boulder dam. For in the fal} 
of 1940, Stephen D. Bechtel and John§ 
A. McCone, associated with Henry 
Kaiser on those projects, convinced 
Uncle Sam that they could build ships] 
and build them fast at Terminal Island. 

The story goes that when the yard 
was formally started by breaking 
ground, it was hard to find any soil dry 
enough to be turned with a spade. 
Tidewater overflowed much of the land 
now laid out in streets. Tractors 
brought in to fill foundations got mired 
down, and finally 60,000 piles were 
driven instead. The original site was 
175 acres, since enlarged to 250. The| 
yards have 14 shipways and 10 out- 
fitting docks, and build ships on an as- 
sembly line that demands a special kind § 
of labor. 

Labor was the chief problem, for no- 
where in the West could be found the 
large number of experienced shipwork- 
ers that were needed to man the project. 


Ripowind workers are former ball 
players, movie extras, lawyers, 
retail clerks, sales people, merchandise 
buyers, farmers, railroaders—there is 
even a lion-tamer, and an increasing 
proportion of women is being hired 
and trained. They have been actively 
recruited, intensively trained in tasks, 
and by the assembly line methods used 
to break construction records, they 
produce more tonnage than old-time 
shipworkers laboring by time-honored 
methods. 

Another way to appraise the rail line 
is as a partial remedy for labor turn- 
over. Getting to and from “Calship” 
work has always been difficult. Termi- 
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Shipworkers at Calship 


enor workers are former ball players, movie extras, lawyers, 

retail clerks, sales people, merchandise buyers, farmers, rail- 

roaders—there ts even a lion-tamer, and an increasing proportion of 

women ts being hired and trained. They have been actively recruited, in- 

tensively trained in tasks, and by the assembly line methods used to break 

construction records, they produce more tonnage than old-time ship- 
workers laboring by time-honored methods.” 





nal Island was a place few people had 
occasion to go before the yards were 
built, and transportation facilities were 
almost nonexistent. Thousands have 
been hired, only to be lost when the 
transportation and housing problems 
discouraged them, and they found other 
war jobs nearer home. 

If the shipworker has his own auto- 
mobile, and is allowed gasoline and 
tires, he must still drive better than 30 
miles to work, on the average, and that 
distance home again. And mostly 
through heavy, slow-moving traffic, 
bound in the same direction. It takes 
nearer three hours than two. 

If he lives in Los Angeles, an impor- 
tant recruiting area for the yards, he 
will go by rail, but with connections, 
probably spend three hours a day in 
transit, 

So, any speeding up of travel, and 
the elimination of the stress of driving 
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one’s own car, should have a favorable 
effect on labor turnover. 

Provided rail transportation can be 
“sold” to the shipworkers, which 
some observers now say is the next 
necessary step. 


_ the Maritime Commission 
looked into rail possibilities, early 
in 1942, it found that the logical solu- 
tion was to contract with the Pacific 
Electric Railway Company for the con- 
struction and operation of a line. This 
company had the operative right under 
state franchises to furnish transporta- 
tion to Terminal Island. 

A contract was made under which 
the company agreed to construct the 
line, furnishing all material and labor, 
with extra cars, and the crews to run 
them. 

The commission undertook to ac- 
quire rights of way, a miscellaneous as- 
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sortment of plots of land belonging to 
private owners, the cities of Los An- 
geles and Long Beach, the Union Pa- 
cific Railroad Company, and one draw- 
bridge across a channel. 

The contract was to run to the end 
of 1946, could be extended on sixty 
days’ notice, terminated on six months’ 
notice, and involved a total cost not 
exceeding $973,197, the commission to 
determine costs. So far, there promises 
to be a substantial saving on estimated 
costs. 

Uncle Sam owns the line, and the 
railway company has exclusive operat- 
ing rights. 


HE points to be covered were from 

Los Angeles and also Long 
Beach to the shipyards. Existing lines 
supplied part of the route, and connec- 
tions involved building a ““T’’-shaped 
line, with an extension along the bot- 
tom of the “T” westward, into the 
shipyards, with loading and unloading 
tracks at the yards. 

The material needed included 1,078 
tons of rails, 23,830 pounds of copper 
wire and cable, 16,250 pounds of steel 
wire, mercury arc rectifiers to trans- 
form alternating into the direct current 
which PE uses, a 1,000-watt generat- 
ing set on a flat car to provide current 
in case of a power failure, a miscellane- 
ous assortment of poles, control equip- 
ment, trolley hangers, signals, tele- 
phones—and 60 cars. 

The cars were formerly used over 
the San Francisco bridge, and are 
nothing austere in the way of sim- 
plicity for standees, seating 120 pas- 
sengers, but they had to be remotored 
for direct current. 

“Juice” is a complex in the Los An- 
geles area, for originally the Edison 
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system started out on 50-cycle, the mu- 
nicipal power department followed, and 
Pacific Electric grew up on direct cur- 
rent. For years, most of the appliances 
sold in the area were 50, and the sales | 
grew and grew, so that this market had 
to be catered to separately by appliance 
manufacturers. No traceable reason 
for the difference can be found—engi- 
neers used to say, when asked about it, 
“Tt seems to be an old Spanish custom.” 


HEN, in the depression, the mu- 
nicipal power department changed 
over to 60 cycle, an enormous job, in- 
volving remotoring of everything from 
big power plants to clocks, all done at 
the department’s expense. For months 
there were stations at which the public J 
left its clocks, fans, and vacuum clean- 
ers, and practically every consumer got | 
at least one call from technicians, tak- 
ing the make and number of appliance § 
motors that could not be moved, com- J 
ing back to install new ones. 
About that time, Boulder dam cur- j 
rent came in, at 60 cycles, but Edison § 
was left on 50 cycle, and Pacific Elec- 
tric calmly went its way on DC. And § 
the community went on growing! The 
situation is much like that of the boat- 
man who has one foot on the boat and 
the other on the dock, with the boat 
moving away—except that this boat- 
man has three legs. 

Well, PE converted the cars and, in 
codperation with the Maritime Com- § 
mission, set up a “bull-pen” system of 
handling shipyard passengers to elimi- 
nate detail in handling. 

The commission sets the fare, 39 
cents the round trip from Los Angeles § 
to Terminal Island, compared with 48 
cents regular fare. From Long Beach, 
it is 10 cents each way. 
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ALL ABOARD! ALL ABOARD! BUT WHERE ARE THE PASSENGERS? 


Trains for the shipyards do not stop 
at all regular points, but at special sta- 
tions most convenient to shipworkers, 
and no tickets are needed to board the 
train. Anybody can get on, but will en- 
counter complications in getting off. 


A the island, passengers disembark 
into enclosures, where they need 
a shipyard identification badge and a 
slug. Navy guards check each passen- 
ger by button, and the passenger then 
passes through a turnstile, using slugs 
sold for the purpose, twelve for $2.34. 
Or the turnstile is operated by a quar- 
ter, making the fare high enough to en- 
courage the purchase of slugs. Tickets 
for regular trains are not good on the 
shipyard trains, and this system re- 
duces the number of trainmen needed. 
On his return trip, the shipworker pays 
his way into the “bull pen” with a slug. 
Few “civilian” passengers get on the 
trains, and guards at the terminal set 
them right, on the next train out. Pre- 
sumably a saboteur would come pre- 
pared with a badge and a slug. Traffic 
to date has been about evenly divided 
between Los Angeles points and Long 
Beach. 

With rail transportation planned to 
haul 100 per cent of the shipworkers, 
but so far utilized by hardly one in ten, 
even though much cheaper than private 
automobile, there arises the question 


“Why a 


The answer seems to be “Habit— 
the reluctance of people to change.” 

Instead of leaving their automobiles 
at home for their wives to drive, and 
boarding these trains, the shipworkers 
have actually complained about high- 
ways into the harbor area, maintaining 
that more ought to be built. That led 
the commission to ask for a check-up 
by the city of Los Angeles; and its 
traffic engineer, Ralph Dorsey, found 
that there had been an 8,000 per cent 
increase in private automobile traffic, 
and an increase of 3,000 per cent in 
motorbus passengers. Train traffic had 
increased only 32 per cent on the spe- 
cial shipyard trains. 

Dorsey maintained that the motor 
roads into the shipyards were not be- 
ing used to capacity, and also pointed 
out that the massing of private automo- 
biles in great numbers at the shipyards 
constituted a military hazard. 

Last September, the Robertson 
Transit Company secured permission 
from the California Railroad Commis- 
sion to operate motorbuses between 
Los Angeles and the shipyards, and 
got three vehicles capable of carrying 
100 passengers to and from each of the 
shifts. In May, the company asked per- 
mission to discontinue this service, 
stating that by reason of gasoline liber- 
ality, it had never been possible to fill 
one bus. Evidently, shipyard gasoline 
committees did not take the trouble to 


7 


giant ship-building project. After many setbacks, it got go- 


q “In the last war, Hog Island, near Philadelphia, was the 


ing at the rate of eight 7,500-ton cargo vessels a month, in 
1918. ‘Calship’ builds 10,500 tonners and, at last accounts, 
was delivering them every two days. Nearly one-quarter of 
our war cargo vessel capacity is located there, on what, in 
February, 1941, was a bog.” 
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find out whether public transportation 
was available to employees applying for 
gas, said the company’s attorney. 


Pica gil nine war workers in ten 
will continue driving their own 
automobiles, even if it costs more, as 
long as they can get gasoline and rub- 
ber, and Terminal Island has set up a 
typical government lesion, with one 
war agency trying to get the shipwork- 
ers onto the rails, and another dishing 
out gasoline and rubber in the interests 
of getting war work done. An enemy 
attack would undoubtedly encourage 
regulations diverting more people to 
the rails—but victories on the war 
fronts, and the easing of the gasoline 
and rubber situation, would have the 
opposite effect. 

Traffic men have some suggestions 
to offer. 

The traffic men were left out when 
the line was planned. What could there 
be that would need selling? At that 
time, the authorities believed that most 
of the private automobiles would be 
worn out by now. The shipworkers 
would have to use this form of trans- 
portation, because there wouldn’t be 
any other. It would be automatically a 
“Must.” 

The chief worry was, How soon 
can the line be built? Original 
plans were based on completion in 
about four months, by the end of which 
period, it was anticipated, the ship- 
workers. would be clamoring for a sub- 
stitute form of transportation. 


ooo time stretched out 
longer, because materials were 
hard to get. With all the authority of 
the Maritime Commission, they were 
just not obtainable. 
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BRB’ of its city terminal, at Sixth 
and Main streets, Los Angeles, 
the company has an overhead yard for 
motorbuses. Underneath, there is as 
fine a garage for automobiles as any- 
body could desire, now needed for the 
vehicles of Los Angeles shipworkers 
who drive to the terminal to take the 
shipyard trains. This space has not been 
usable, because the moderate amounts 
of metal necessary to wire it for light- 
ing, and provide automatic sprinkler 
protection, simply could not be got any- 
where. 

With the line finished, the trains run- 
ning, and the passengers holding off, 
traffic men believe that they could do 
a selling job. There are sales arguments 
aplenty. 

Rail riding is cheaper than driving 
your own car to work, 

Driving takes energy, and in many 
cases more time. 

The way secondhand cars are being 
snapped up nowadays shows that by 
the end of the war, even if it comes 
sooner than expected, automobiles will 
be worth owning—the private car can 
well be nursed along for family use, and 
possibly vacations and touring, before 
new cars are again obtainable. 

Rubber is easier to get than anybody 
anticipated a year ago, but the more 
easily it may be obtained, and the 
sooner synthetic rubber solves every- 
body’s tire problem, the sooner the pri- 
vate car will wear out. And no easing 
up of government regulations is going 
to stretch that situation, because the 
automobiles are visibly wearing out— 
the scrap metal lying along every high- 
way proves that. 


| paiement there is the argument of 
patriotism — by sales methods 
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ALL ABOARD! ALL ABOARD! BUT WHERE ARE THE PASSENGERS? 


which have now become almost stand- For every car in service, there are 
ard; refusing to change over to rail two idle. 

transportation could be made to appear Traffic men believe that the next 
as slackness in the war effort. move might be—selling the cars in the 

As the result of farsighted planning, barn. 

the Maritime Commission owns and Codperation between government 
the Pacific Electric operates a rail line departments might any day bring a di- 
with cars in the barn. rective, “Start selling.” 





Narrow Government Limitations Gone 


c¢ W: have been hearing altogether too much about ‘perma- 
nent gains’ on the part of some who envision the dele- 
gation or arrogation of Federal power during the war period as 


a definite and permanent step toward state socialism resembling 
the totalitarian pattern. 

“But let the states be reminded of this: We must be prepared 
as states to do a better job and more adequately to serve the 
people. The great body of the common people of this nation 
have not been content with theories of government. Poverty, 
illiteracy, unemployment, inadequate educational facilities, star- 
vation wages, and pitifully small returns for the labor and sweat 
of the man of the soil are factors which have brought about the 
almost revolutionary change in the nature and scope of Federal 
activities. Whether we like it or not, this tide, welling up from 
the homes and hearts of the American people, demanding better 
living conditions, has swept forever away many of the narrow 
limitations of government conceived by the founding fathers. 

“The vast majority of the people are willing to give up many 
things of sentimental or traditional value provided they are able 
to eat, wear better clothes, and enjoy the comforts and con- 
veniences of life. If they could get these and still maintain the 
old principles of government, well and good ; but if they cannot, 
they will not hesitate to look to the Federal government for re- 
lief, and no amount of harking back to ancient creeds will deter 
them. 

“The best answer, indeed the only one, to the alarming and 
rapid spread of Federal encroachment is to give to the people a 
better government through state agencies.” 

—J. M. Broucuton, 
Governor of North Carolina. 
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Wire and Wireless 
Communication 


F sgeesteona secure in his assignment 
as chairman of a House committee 
investigating the Federal Communica- 
tions Commission despite FCC protests 
on his qualifications, Representative Cox, 
Democrat of Georgia, said recently he 
would press the inquiry. 

“TI don’t intend to be intimidated and 
run away from the task,” declared the 
Senator. 

Meanwhile, the House Judiciary Com- 
mittee took no action on a petition by 
Clifford J. Durr, FCC member, that Cox 
be disqualified as a member of the special 
committee set up to investigate the com- 
mission. 

Judiciary members expressed doubt 
that this committee possessed jurisdiction 
to pass on other committee appointments 
made by Speaker Rayburn, Democrat of 
Texas, who named Cox to head the FCC 
probing body. Rayburn referred Durr’s 
petition to the Judiciary Committee and 
there were said to be strong indications it 
would be shelved. 

Cox said the object of the inquiry is 
“to free all media of communications 
from the despotic control which the com- 
mission has set up.” “It is not going to 
be a smear,” he added, “nor will it be a 
whitewash. The inquiry will be fair, 
dignified, and thorough.”’ 

Durr alleged in his petition that Cox 
had a personal interest in the investiga- 
tion because of ownership of stock in 
station WALB at Albany, Georgia, now 
involved in a proceeding pending before 
FCC, and that prior to his appointment 
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as chairman of the investigating com: 


mittee Cox “had already prejudged and . 


condemned the commission, its person- 
nel, and activities, and had shown him- 


self to be biased, prejudiced, and lacking § 


in the objectivity of mind requisite for 
a member of such committee.” 


* * * 


 ommveryy perhaps the greatest up- § 


ward step in national telegraphic 
history is the near consolidation of West- 
ern Union and Postal Telegraph and the 
putting into action of a new automatic 
telegraph whereby messages can be sent 
and received nearly three times as fast 
as at present. 

So said Albert N. Williams, president 
of the Western Union Telegraph Com- 
pany, New York. It should make pos- 
sible a more efficient operation which 
should help stabilize employment and 
strengthen the investment of the thou- 
sands of stockholders who have placed 
their money into the business, Williams 
declared. The merger, he said, should 
save much critical war materials. Prob- 
ably 100,000 miles of copper wire or 
some 10,000 tons of copper can be re- 
covered for other war purposes. Almost 
4,000 teleprinters may be made available 
to the armed forces. 

“Office equipment, typewriters, adding 
machines, and other apparatus now under 
priority may replace machines worn out 
in service and Postal automatic equip- 
ment can be used by Western Union.” 

For these principal reasons, Williams 
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WIRE AND WIRELESS COMMUNICATION 


aid, all Federal agencies, including Sen- 
ate and House committees, the Federal 
Communications Commission, and the 
Army and Navy, have favored the idea 
of a merger. 

Western Union has about 39,000 regu- 
lar employees and about 16,500 messen- 
gers. Postal Telegraph has 9,200 regu- 
kr employees and 3,700 messengers. 
More than 6,000 Western Union em- 
sloyees have entered military service. 

The merger agreement, Williams said, 
is now signed by the management of 
Western Union and Postal, but must be 
approved finally by the Federal Com- 
munications Commission, the New York 
Public Service Commission, and the 
stockholders of both companies, before 
the purchase actually is consummated. 


, ke forthcoming merger of the two 
companies is expected to raise a 
knotty union problem. If the merger is 
efectuated by October Ist, the deadline 
set by act of Congress, Western Union 
will find on its hands rival AFL and CIO 
unions in no less than 101 collective bar- 
gaining units. 

Sharp disagreements over such ques- 
tions as seniority are bound to arise. 
Eventually the muddle will be submitted 
to the National Labor Relations Board, 
as provided in the merger law. Then the 
scramble will begin. For the AFL will 
demand a national collective bargaining 
election, as it has done unsuccessfully in 
the past. The company itself has always 
favored union representation on a na- 
tional basis. 

But the CIO American Communica- 
tions Association, which has successfully 
insisted on division elections heretofore, 
would virtually commit suicide in the 
commercial telegraph industry if it 
agreed to a national vote after the merg- 
ef, 

The National Labor Relations Board 
will be caught between two fires. The 
merger law, which was signed by the 
President and authorizes the purchase of 
Postal by Western Union, affords no 
solution. Originally, the Senate merger 
bill called for a national election shortly 
after the consolidation. This was 
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dropped, some say, at the instance of the 
CIO. And both the companies and AFL 
have charged that the NLRB favored 
the CIO group by ordering local elec- 
tions in Western Union. 

Under the present line-up the CIO 
union represents only about a third of 
the total union employees who will be in 
the combined system. Hence a national 
election probably would wipe it out en- 
tirely. Under unit elections such as the 
NLRB has ordered hitherto it can sal- 
vage control in New York city, where 
the ACA is exclusive bargaining agent 
for both Postal and Western Union. 

The War Labor Board on May 31st 
announced a nation-wide wage increase 
of 124 cents an hour for 12,000 nonmes- 
senger employees of the Postal Tele- 
graph Company to correct “substandard” 
pay scales. Also, the board granted a 10 
per cent increase for messengers and a 
74-cent-an-hour rise to workers who are 
classified as “route aides.” 


e = x & 


AGE increases averaging $2 a week 

for 11,000 employees of the New 
York Telephone Company were ap- 
proved last month by the regional War 
Labor Board under the “Little Steel” 
wage ceiling formula. The increases, 
retroactivé to September 6, 1942, will 
aggregate $1,000,000 this year. 

The regional board approved the in- 
creases on joint application of the com- 
pany and unions representing the em- 
ployees to bring the workers up to levels 
previously approved by the WLB for 
other categories of employees of the 
company. 

x * * x 


"Scant long-distance telephone 
calls are equivalent to 495 calls of 
three minutes each around the world 
daily, and the War Production Board 
alone could put in 3-minute calls to the 
moon, every hour in the day, every day 
in the year, for its same annual telephone 
bill. 

That is reported to be the graphic de- 
scription of the magnitude of govern- 
ment long-distance calls, not even in- 
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cluding those made by the War and Navy 
departments, provided recently by the 
congressional joint committee on reduc- 
tion of nonessential Federal expendi- 
tures. 

Hitting the extravagant traveling, 
telephone, and telegraph expenses of 
Federal agencies, the committee, in a 
special report, estimated that such costs 
will reach $100,000,000 a year, not in- 
cluding the Army and Navy. 

“In my opinion, some of these ex- 
penditures for traveling, telephoning, 
and telegraphing of certain agencies of 
the government are so excessive as to 
warrant immediate action by Congress,” 
commented Senator Harry Flood Byrd, 
Democrat of Virginia, chairman of the 
committee. The report said: 


With the public at large obliged to reduce 
travel and communications, it is no more 
than fair to expect their government to do 
likewise. When agencies not essential to the 
war effort allow their travel and communi- 
cation expenses to double, treble, even swell 
to nine times their peace-time levels; when 
departments and agencies allow increases to- 
taling hundreds of thousands of dollars— 
then it is time to call a halt to such wasteful 
and unpatriotic expenditures. 

The committee believes that travel and 
communication expenses for most branches 
of the Federal government are inordinately 
high. It is believed that no group of five 
agencies and departments should comprise 
from 45 to 61 per cent of each of the types 
of travel expenditures of the entire govern- 
ment. 


Be tines Lend-Lease Administration, 
overseered by Harry L. Hopkins, 
is running up a communication bill which 
will run 10,111 per cent above that of 
1941, according to the Byrd committee. 
Its estimated communications bill this 
year will be $88,937, compared with 
$871 in 1941. 

The Federal Communications Com- 
mission itself was reported one of the 
worst offenders in increasing its use of 
telephone, telegraph, and cable services, 
increasing its communications expendi- 
tures by 1,486 per cent over 1941, ac- 
cording to the committee’s study. The 
FCC’s communications bill this year is 
likely to be $636,308, compared with only 
$40,116 in 1941. The Alley Dwelling 
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Authority again figures prominently, in- 
creasing its communications account this 
year by 780 per cent over 1941. 


The committee found that a total of | 


$15,573,834 was spent on communica- 
tions by the Federal government, ex- 
cluding ‘the War and N avy departments, 
during the first six months of the current 


fiscal year, with the Office of War In- | 


formation—-which, with the FCC, urges 
the public not to make unnecessary calls 
—topping the list with a bill of $1,812,- 
062 for the period, or nearly 12 per cent 
of the total. The WPB ranked next at 
$1,735,071. 


*x* * *K * 


Bax” closed doors and with all the 
secrecy of a “man to man” talk, a 


“star chamber” session of the board of 


commissioners of the Federal Communi- 
cations Commission met last month to 
begin dismissal action against William 
E. Dodd, Jr., assistant chief of the for- 9 
intelligence 


eign broadcast service's 
analysis division. 

Although no record or minutes of the 
meeting were kept, it was learned that 
Chairman James L. Fly had called the 
session to ask the commissioners to back 
his motion to charge Dodd before the 
Civil Service Commission. Dodd is ac- 


cused of having varied his testimony § 


among the FCC, the Dies investigating 
committee and the Kerr subcommittee 
of the House Appropriations Committee, 
regarding his membership in so-called 
“subversive” groups. 

Dodd, along with Dr. Goodwin Wat- 
son, chief of the analysis division of the 
FCC, was named in a House-approved 
deficiency appropriations bill which 
specifically prohibits use of its funds to 
pay the salaries of either. The Senate de- 
ficiencies subcommittee subsequently 
voted to strike from the House-approved 
money bill the provision barring Drs. 
Dodd and Watson from Federal pay- 
rolls. 

Meantime, it was reported that Dr. 
Watson and Dr. Frederick Schumann, 
also of the FCC analysis division, had 
tendered their resignations, effective 
June 12th. The Watson resignation was 
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WIRE AND WIRELESS COMMUNICATION 


frmly denied by members of the com- 
mission while Schumann’s resignation 
was cited as “probable.” 


* * KK x 


N investigation of toll rates charged 
by the Wisconsin Telephone Com- 
pany was ordered last month by the Wis- 
consin Public Service Commission. The 
commission, in ordering the investiga- 
tion, said that “it appears from the rate 
schedules of the Wisconsin Telephone 
Company that there are various differ- 
entials between the rates charged for in- 
trastate and interstate telephone toll serv- 
ice which . .. may be found upon inves- 
tigation to be unlawfully discrimina- 
tory.” 

The order stated that the commission 
deems it necessary to investigate the 
books, accounts, practices, and activities 
of the telephone company and that ex- 
penses incurred or to be incurred by the 
commission “which are reasonably attrib- 
utable to such investigation” will be as- 
sessed and collected from the telephone 
company. ‘ 


*x* * * * 


PROPOSAL to sell all physical proper- 

ties and dissolve the company was 
scheduled to be voted upon by stock- 
holders of the Keystone Telephone Com- 
pany of Philadelphia at a special meet- 
ing to be held on June 22nd at the com- 
pany’s offices, it was announced recently 
by F. F. Addicks, president. 

The company, which, directly and 
through subsidiaries, operates an inde- 
pendent telephone system in Philadel- 
phia, Camden, Gloucester, Woodbury, 
Wildwood, Cape May, and other near-by 
communities, planned to dispose of its 
properties to the Bell Telephone Com- 
pany of Pennsylvania and the New Jer- 
sey Bell Telephone Company. 

Bell Telephone of Pennsylvania would 
pay $13,431,454 for the proper ties 
which it proposed to acquire, such price 
to include assumption of the $9,000,000 
presently outstanding bonded indebted- 
ness of Keystone Telephone Company. 
Acquisitions to be made by New Jersey 


Bell Telephone Company would be at a 
price of $1,615,113. 


x * x x 


1,580-mile telephone line, described 

by Army officers. as the world’s 
longest open-wire toll circuit, has been 
threaded through wilderness and swamp- 
lands to give the Northwest Service 
Command, Whitehorse, Yukon, a far 
northern outpost, another link with the 
world outside. 

The line, paralleling the new Alaskan 
highway for the most part, was opened 
officially on May 21st with congratula- 
tory exchanges between this bustling, 
one-time quiet outpost and Army au- 
thorities in Washington. A military tele- 
type service also was christened. 

Colonel K. B. Bush, of Quincy, IIli- 
nois, chief of staff to Brigadier General 
James A. O’Connor of the Northwest 
Service Command, said the line was 
pushed through in the face of hazardous 
conditions in nine months. At 60 below 
zero, workmen blasted postholes around 
mountain rims, crossed muskeg swamps, 
and spanned racing, glacier-fed streams. 
When the winter frost receded to the 
mountains, the men wallowed in slithery, 
waist-deep mud. 

But they pushed forward with the same 
determination that led to early completion 
of the highway which the communica- 
tions system follows. Already, crews 
have started the telephone trail on toward 
Fairbanks, Alaska, 600 miles to the 
northwest. The line will face the threat 
of capricious weather, falling trees, and 
wild animals, causing some engineers to 
shake their heads in the face of the seem- 
ing impossibility of maintaining a pa- 
trol along the entire route. But the hardy 
military route pioneers of the service 
command vow “she’s there to stay.” 

Lieutenant Colonel Dee Berry of At- 
lanta, Georgia, signal officer of the com- 
mand, said no line ever had reached so 
far north or stretched for any compara- 
ble distance across uninhabited wilder- 
ness. The lines were installed under the 
supervision of Major O. F. Roberts of 
Monmouth Beach, New Jersey. The line 
is exclusively for military use. 
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Financial News 


Commonwealth & Southern 
Hearings 


T the SEC hearings on the proposed 
A recapitalization plan of Common- 
wealth & Southern, President Whiting 
testified at some length regarding the fi- 
nancial progress made by the system and 
the plans of the management. He pointed 
out the advantages obtained from diversi- 
fied operations in both North and South. 
Abnormally low water raised the oper- 
ating costs of the southern group in 
1941, while the northern companies en- 
joyed normal operations ; but at present 
the situation is somewhat reversed, with 
the southern companies doing better than 
the northern. 

Referring to the question of integra- 
tion, Mr. Whiting felt that Ohio Edison 
and Pennsylvania Power enjoy operat- 
ing economies resulting from intercon- 
nection, and that common ownership 
should not be disturbed, while additional 
Ohio properties might well be acquired. 
Regarding Central Illinois Light, he in- 
dicated that the commission favors dis- 
posing of the common stock interest and 
remarked, “I am not sure that something 
along these lines may not be worked out.” 
He also indicated that properties might 
be acquired in Ohio to fit in with the 
present integrated properties. Bids are 
being received for some of the small 
transit subsidiaries held by Transporta- 
tion Securities Corporation. 

Regarding Consumers Power, Mr. 
Whiting expects a substantial gain in 
earnings in the postwar period, largely 
through further development of the gas 
business. Natural gas is now being 
brought from southern fields to supple- 
ment the Michigan gas field, and sales 
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and 
Comment 


By OWEN ELY 


should gain after the war when the pro- 
hibition against gas for space heating is § 
ended. 

Southern Indiana Gas & Electric has 
never been connected up with its neigh- 
bors, but is now planning interconnection 
with Public Service of Indiana. The 
question whether this property will re- 
main in the Commonwealth system ap- § 
pears undecided. Since 1938 the company 
has been amortizing a traction write-off, 
but this should be completed by the end 
of 1943. 


gree Whiting also presented § 
some interesting historical data. He 
estimated that the system encountered 
losses of $15,000,000 from the sale of the 
Tennessee properties and $6,200,000 in 
Alabama and Mississippi, while $26, § 
000,000 more has been written off on 
transit properties. Annual depreciation § 
and amortization charges increased from 
$9,000,000 in 1930 to the current rate of 
over $23,000,000, and the balance sheet 
reserve has grown from $44,743,000 to 
$117,190,000. In his opinion deprecia- J 
tion charges are now somewhat too large. § 

Regarding “original cost” accounting, § 
seven of the Commonwealth subsidiaries 
are under FPC jurisdiction, while the 
remaining three — Consumers Power, 
Central Illinois Light, and Southern In- 
diana—have similar classifications under 
state regulation. All the companies are 
working on plans for amortization of in- 
tangibles, and substantial amounts have 
been set up during the past two years. 

Since Commonwealth was organized 
it has contributed $54,000,000 cash to § 
subsidiaries, and $69,000,000 in senior 
securities. It has paid off its own deben- 
ture debt, and has cash enough to pay 
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of bank loans. Subsidiaries have made 
goss property additions amounting to 
375,000,000. The bonds of all the south- 
en companies (with the exception of 
South Carolina Power) have been re- 
funded in recent years. There are still 
gme preferred stocks of subsidiaries 
which await refunding. This, when ac- 
complished, should permit further an- 
qual savings of between $1,000,000 and 
$2,000,000. 

The budgeted construction program 
jor the year is not expected to exceed 
$18,000,000, while depreciation pro- 
visions total some $23,000,000. 

The southern companies have been 
building up their surpluses and Mis- 
issippi Power, Gulf Power, and South 
Carolina Power have resumed payment 
of common dividends after a lapse of 
sme years. Alabama Power and South- 
em Indiana are expected to be in shape 
to pay dividends some time in 1944 (these 
being the only subsidiaries not current- 
ly in a position to pay). 


OMMONWEALTH’S electric rates re- 

main the lowest for any holding 
company system east of the Rocky moun- 
tains, the average domestic rate being 
290 cents compared with the national 
average 3.67 cents. But the system has 
been severely penalized because of its 
rate reduction and load-building policies 
of the past decade, since the base period 
arnings for 1936-39 were thereby re- 
duced, making the system vulnerable to 
excess profits taxes. However, President 
Whiting is optimistic that substantial tax 
adjustments will be obtained. 

Referring to the plan for distribution 
of approximately four-fifths of system 
assets to preferred stockholders and one- 
fifth to common, Mr. Whiting indicated 
that this was based largely on considera- 
tion of future earnings trends, on which 
the company will submit evidence at 
later hearings. 
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Private Financing 


I" this issue (page 831) we resume 
publication of our departmental chart 
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on utility security offerings. New issues 
were at low ebb in the early part of this 
year, and in the first four months aver- 
aged only 46 per cent of last year’s fig- 
ure and 21 per cent of the 1941 figure. 
In April and May the figures have been 
somewhat better, due to the large Puget 
Sound issue. Several refunding opera- 
tions are currently being considered, and 
the recovery of the bond market to new 
high levels may encourage further nego- 
tiations between the utilities and their 
bankers. 

The growing importance of private 
sales of utility security issues to institu- 
tional buyers is well known, but exact 
figures have not always been readily 
available. Our compilation (beginning 
with 1937) is presented as a new sec- 
tion in the chart. The figures are as fol- 
lows, in millions of dollars: 

Per Cent 
Private Public Total Private 

1937 48 780 828 

1938 304 919 1,223 

1939 448 879 ~—-:1,327 

1940 406 858 1,264 

1941 572 811 1,383 

1942 207 257 464 


Jan.- 


May, 1943 14 112 126 


Many water and telephone issues have 
been privately placed in the past, and 
presumably will continue to be in the 
future. However, SEC requirements for 
competitive bidding for electric and gas 
security offerings will probably reduce 
the proportion of these issues placed in 
future through private sales. 
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Standard Gas & Electric 
Company 


(Eighth in a series of articles on hold- 
ing companies. ) 

TANDARD Gas & Electric, $759,000,000 

holding company, controls the sub- 
sidiaries listed on page 828. (Small and 
inactive companies omitted.) 

Northern States Power Company of 
Delaware, a $261,000,000 system, was 
formerly controlled by Standard Gas & 
Electric but due to termination of the 
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California Oregon Power 
Louisville Gas & Electric ( Del.) 
Louisville Gas & Electric (Ky.) 

Market Street Railway 
Mountain States Power 
Oklahoma Gas & Electric 
Southern Colorado Power 
Wisconsin Public Service 


Philadelphia Go... 66s cect tees 
Duquesne Lighting ............. 


Allegheny Co. (steam) 
Pittsburgh Railways 


Pittsburgh & West Va. Gas Co. . 
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voting rights of the class B stock, the 
voting power held by Standard Gas was 
reduced to about one per cent in Janu- 
ary, 1941. The company controls North- 
ern States Power Company of Minne- 
sota, which in turn controls a Wisconsin 
company of the same name. 

At one time there were several holding 
and investment companies which ranked 
above Standard Gas & Electric, such as 
Byllesby Corporation, H. M. Byllesby & 
Co., U. S. Electric Power Corporation, 
Standard Power & Light, etc. The latter 
company is still in nominal control of 
Standard Gas, but has no active part in 
the system management, and will be dis- 
solved in due course. The company re- 
cently asked SEC permission to sell its 
holdings of Standard Gas common on 
the New York Stock Exchange, whereby 
it would divest itself of control. It seems 
possible that the SEC may prefer a plan 
for distribution of assets to preferred 
stockholders, assuming that a decision 
can be reached regarding bondholders’ 
rights. (The bonds were fully assumed 
by Standard Gas some years ago.) 


TANDARD Gas & Electric, with wide- 

ly separated properties and complex 
capital structure, has for several years 
attempted to develop plans to conform 
with § 11, but progress has been slow. 
One property, San Diego Gas & Elec- 
tric, was sold and part of the proceeds 
devoted to retiring Standard Gas bonds, 
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Consol. 
Assets 
(Millions ) 


Per Cent 
Voting 
Control 


but proposed sales of other propertie 
were not consummated. On March 24t 


this year the company filed a recapitali4 


zation plan with the SEC. This would 
substitute a short-term bank loan and : 

and B common stock for the present six 
issues of notes and debentures and fou 

classes of stock. Standard proposed to 
sell a block of Pacific Gas and Electric 
common (held as an investment) and, 
with the additional cash provided by the 
bank loan, to pay off one-half the amount 
of its bonds, distributing in lieu of the 
other half the common shares in Califor 
nia Oregon Power, Mountain States 
Power, and new Standard Gas A com 
mon. The prior preference and preferred 


stocks would receive varying amounts off 


Representatives of — bondholders’ 
groups have protested that the treatment 
accorded them under the plan is inade- 
quate. The SEC has not yet rendered any 
decision and in view of the complexity 
of the case there may be some further 
delay. The plan indicates the company’s 
intention eventually to liquidate all sys- 
tem holdings except Philadelphia Com- 
pany stock, which would presumably be 
exchanged for Standard Gas common as 
a final step to conform to § 11. 

Due to relatively favorable tax ac- 


cruals under the 1942 act, Standard Gas 


for the twelve months ended March 3lst 
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; n Pe : A Strong Plea for Revision of 
mount per share on the prior prefer- Holdi 
ence stock being $12.34 compared with The Holding Company Act 


97.95 in the corresponding previous peri- = M. Friedman, a consulting 
od, an increase of 55 per cent. The par- economist who has appeared before 
at company, however, “took down” only numerous congressional committees, has 
ash enough to show earnings of $2.68 written a long letter to the editor of The 
m the prior preference compared with New York Times (published in the May 
92.35 in the previous year. 23rd editorial page). Some of the In- 

In common with other holding com-_ teresting points made by Mr. Friedman 


nade an excellent earnings statement, the 


many securities, Standard Gas issues have are as follows: 
enjoyed a good recovery marketwise in 
the past year, though still of course far 
below the price levels of earlier years: 
Current 
Price 1942 1929-41 
About Low High 
Debenture 6/48 . 80 49 95 
$7 Preferred .. 29 6 114 
$ Preferred .. 24 53 104 
$4 Preferred .. 4 + 67 
Common 14 540 244 


If the proposed recapitalization plan 
is consummated, the $4 preferred and 
the common stocks appear overpriced, 
since the former receives only nominal 
participation ; the latter is to be wiped out. 


The Utility Act is one of the very 
few basic laws which has not been re- 
vised. The Interstate Commerce Act 
has been revised thirty-eight times, the 
Civil Service Act sixty-six times, the 
Federal Reserve Act fifty-one times, 
the National Labor Relations Act of 
1935 six times. Of the Congress that 
voted for the act, only 33 per cent 
were reélected; the act itself “was 
drafted hastily and in an emotional at- 
mosphere.” Municipal elections since 
1940 have been two to one against pub- 
lic ownership. 

Even if the law is not revised the 
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SEC should delay operation of the 
“death sentence.” Many government 
regulations, burdensome to industry 
under war conditions, have been sus- 
pended or relaxed. 

The SEC has enforced the act in 
spasmodic and piecemeal fashion. It 
has paid no attention to § 30 which 
provides for a master plan for con- 
solidating utilities. Failure has re- 
sulted in confusion and chaos. Individ- 
ual systems are asked to submit plans 
for geographical integration but they 
do not know whether their plans will 
agree with those of other systems. The 
SEC apparently thinks that it would 
take too long to prepare a plan under 
§ 30; but it has already spent seven 
years in studying the position of the 
utilities. The ICC followed the instruc- 
tions of Congress in 1920 and prepared 
consolidation plans for the railways; 
the SEC has ignored the mandate of 
Congress. 


Mr. Friedman concluded: 


What can the investors do? If every par- 
ticipant in the $4,000,000,000 loss suffered by 
utility company investors will act, relief will 
come. Let the investor write to Burton K. 
Wheeler, chairman, Committee on Interstate 
Commerce, United States Senate, and to 
Clarence F. Lea, chairman, Committee on In- 
terstate and Foreign Commerce, House of 
Representatives, Washington, urging the sus- 
pension of the death sentence clause and the 
holding of public hearings on the revision of 
the Public Utility Act of 1935. Let him send 
a copy to his own Senators and Representa- 
tive. Let him ask his investment adviser to 
support the move. As stockholder in a hold- 
ing company, let him urge its officers to de- 
fend him with courage. This is the demo- 
cratic process in action. 

If investors were organized like other 
pressure groups such method would be 
unnecessary. However, the investors lack 
representation in Washington. If they do 
not save themselves no one else will save 
them. 


FPC 


Composite 
Statement 


Gross revenues 2,499 
Net income 


Ratio net to gross ... 
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488 
19.6% 
830 


A similar article by Mr. Friedman was 
also recently published in The New York 
Sun. 
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Differing Statistics of Net 
Income 


NLIKE the railroads, the utilities 

have suffered from lack of com- 
prehensive, uniform statistics covering 
financial operations. Some progress has 
recently been made toward compiling 
current figures, in the monthly statement 
issued by the Federal Power Commis- 
sion. Below are the several sets of 
1942 figures (millions) for the electrical 
industry. 

The Electrical World figures (pre- 
sented in the annual statistical number 
dated January 23rd) are necessarily ap- 
proximate, and the net income figure was 
presumably estimated on partial returns. 
Because of the wide variations in tax ac- 
cruals under the new law, it was obvious- 
ly difficult to arrive at a correct answer 
unless fairly complete results were ob- 
tainable. 

Standard & Poor’s figures, issued May 
Sth, represent aggregate data on compa- 
nies making up about three-quarters of 
the electric power industry, and includ- 
ing some small nonelectric revenues. 

The Federal Power Commission fig- 
ures are for class A and B privately 
owned electric utilities, and were issued 
April 20th. 

The Edison Electric figures appeared 
in its statistical bulletin issued about 
June 3rd. 

Because of the rather wide variation 
in the net income figures, it would seem 
advisable for each agency to explain more 
fully the methods of compilation em- 
ployed. 


+7 


Edison 
Electric 
Institute 


2,611 
499 
19.2% 


Standard 
& Poor's 


2,623 
348 
13.3% 


Electrical 
World 


2,853 
400 
14.0% 
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EEI Members Urged to Fight 
For Free Enterprise 


pew utility industry of the nation, 
performing an unprecedented war- 
time service, is giving thorough study to 
plans for expansion during the postwar 
period. But to be completely successful 
in its efforts, it must be given some as- 
surances of a restoration of the Ameri- 
can system of free enterprise. 

This was the broad picture presented 
to 500 members of the Edison Electric 
Institute at their annual meeting in New 
York on June 3rd. The meeting was cut 
down to one day to conform to war-time 
restrictions. 

Utilities were called upon to speak up 
now to assure a continuance of the com- 
petitive system so that there will be no 
deterring influences exerted upon the in- 
genuity, resourcefulness, and initiative 
that has made possible the tremendous 
industrial production of the present. 
Three speakers urged the utilities to 
standardize, in the production of both 
consumer appliances and plant equip- 
ment, so that they may continue to com- 
pete with other industries in the face of 
a threatened need for reducing capital 
investment and lowering rate structures. 

The responsibility of the industry in 
helping to avoid a disastrous unemploy- 
ment problem after the war was stressed. 
In connection with the demonstrated 
ability of the industry to provide ade- 
quate amounts of power for war pro- 
duction, it was pointed out that by the 
end of this year over-all generating ca- 
pacity will be 50,000,000 kilowatts, rep- 
resenting a margin of 10,000,000 kilo- 
watts over estimated demand. 


HE response of the American in- 
dustrial machine to the tremendous 
demands of war is conclusive proof of 
the need for preserving free enterprise 
through which that machine was con- 
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structed. This was the theme of the ad- 


dress of W. C. Mullendore, executive 


vice president of the Southern California 
Edison Company, Ltd., Los Angeles, 
California. 

“Mechanized war depends upon com- 
parative ability to produce high-quality 
machines rapidly and in huge quantities,” 
Mr. Mullendore declared. “It further de- 
pends on ingenuity and resourcefulness 
in adapting those machines to specialized 
uses and on the ability of large numbers 
of men quickly to become expert in their 
operation. Through generations, Ameri- 
cans have been developing increasing 
strength in all these respects.” He said: 


.. . Once devoted to war, our industrial 
production could far outstrip that of the 
Axis because free men in America over a 
century and a half had developed not only 
mechanical and electrical power and sur- 
passing skill in its use, but also greater self- 
reliance, courage and enterprise, more bold- 
ness, 
world ever before has seen within one na- 
tion. The tragic course of recent history has 
demonstrated anew ‘that these are qualities 
which may be destroyed by government but 
cannot be created even by the most powerful 
government in the world. 

It is entirely appropriate, therefore, that, 
even in the midst of war, this story of Ameri- 
can achievement on the industrial front 
should be told; first, because it is so vital- 
ly important to the rescue of civilization 
from the wreckage of this war that at least 
the American people should understand and 
appreciate the secret and the source of their 
strength; and, second, it should be told now 
because our people are interested in the cur- 
rent accomplishments of industry and busi- 
ness, and hence again are willing to study 
the principles which safeguard that accom- 
plishment. This is an attitude which did not 
prevail a few years ago when a large per- 
centage of our people were convinced that 
business leadership was weak and incompe- 
tent, and almost persuaded that there was 
something essentially sinister about Ameri- 
can business institutions. This belief had been 
cultivated by incessant fault finding and at- 
tacks upon business and its management, and 
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by disparagement of its contributions to 
American life. 


r. Mullendore saw in the accom- 
plishments of industry under the 
stress of war a changing attitude on the 
part of the public, which he said may 
prove to be “the difference between the 
restoration of individual freedom and the 
ontinuance of the trend toward totali- 
arian regimentation for the American 
people.” He said the intensive campaign 
to destroy faith and confidence in the 
achievements and integrity of American 
business had progressed dangerously 
near its intended goal of government 
ownership when the United States en- 
tered the war. He insisted that on the 
surface it might appear to the public that 
the miracle of production which has 
turned the tide of war against the enemy 
might be attributed to the centralized di- 
rection and control exercised by the gov- 
emment. Countering this possible con- 
clusion, he said: 
... But what our people most need to know 
and to appreciate is that the foupdations for 
this production were laid not yesterday but 
during the past century; that this strength 
which is now saving the world is the product 
not so much of American physical and finan- 
cial resources immediately applied to these 
mighty tasks, as of the abilities developed 
as the result of the freedom of men in past 
generations of American life—freedom to 
develop their strength, initiative, and self-re- 
liance, not under the guidance of government 
bureaus nor with funds taken from the peo- 
ple by the powers of government, but on their 
own credit and savings and through their 
own effort freely risked in many enterprises, 
large and small, some of which succeeded 
and most of which failed, but all of which 
added to the experience, the versatility, the 
self-reliance of a great people. 


The strength and technical ability pos- 
sessed by Americans are in the roots of 
American institutions, Mr. Mullendore 
asserted. Insisting it is a product of the 
“Old Deal” and not the “New Deal,” he 
suid that from the time the ““New Deal” 
began in 1933 until the war began, 
American industry lost instead of gained 
in strength. The decade he called one of 
tetrogression, of diminution in national 
wealth for the first time in any similar 
period in history. He added: 
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The advocates of government planning, of 
government controls, and of the various 
“spend-ourselves-rich” schemes of the past 
decade, however, are inclined to place an- 
other interpretation upon these facts. They 
say that our fears as to the unsoundness of 
their schemes have been proved groundless 
because of the rate at which we are produc- 
ing today. They say: “You who oppose our 
‘social gains and reforms’ told us we would 
weaken and ruin the country. You should 
now see how wrong you were, because the 
United States is producing for this war as 
never before.” Unfortunately for this claim 
of the New Dealers, neither the industrial 
leadership nor the mass production and other 
processes which are indispensable in this 
production are the products of the New Deal 
years. They were developed and had proved 
their ability to outproduce the world before 
the past decade, during much of which they 
were persecuted and thwarted. It is not, 
therefore, the soundness of New Deal phi- 
losophy which has been proved, but instead 
the unparalleled vitality and strength of the 
“Old Deal,” the American way. The ability 
of that system to take the punishment, abuse, 
and perversion to which it was subjected in 
the nine years before we entered the war, 
and yet to respond to the terrific demands 
now made upon it, is one of the most en- 
couraging revelations of this war time. 


The speaker said the electric utility in- 
dustry was the outstanding one among 
all industries which suffered persecution 
in the United States from 1933 to 1941. 
He expressed appreciation, however, for 
the spirit of harmony which is now evi- 
denced in some branches of the govern- 
ment but he said he hoped that at the 
same time the industry’s demonstration 
of ability to meet the extraordinary de- 
mands of war as well as those of peace 
should prove that basically it was sound- 
ly conceived and developed. He placed 
emphasis on the fact that no war pro- 
gram has been delayed by lack or short- 
age of electricity. He said such a record 
does not indicate weakness or unsound- 
ness. 


M* Mullendore criticized the recent 
report of the National Resources 
Planning Board which he said anticipates 
a continuation of unfair, tax-exempt. 
subsidized government competition in the 
business field, and an extension of gov- 
ernment control over the whole economy. 
He deplored the fact that many people 
believe the war has taught us the secret 
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of prosperity and full employment 
through vast government spending and 
government planning. He declared: 


From both peace-time and war-time per- 
formance, it would appear that government 
too is made up of fallible human beings and 
that the titles and habiliments of government 
do not render one proof against the frailties 
of human nature. The paramount responsi- 
bility of government is the preservation of 
peace. In that responsibility government has 
notably failed. Business leadership has been 
repeatedly and bitterly accused of responsi- 
bility for the “bust” of 1929 and the succeed- 
ing depression. It has been a favorite thesis 
of those who would transfer control over the 
American economic system to government, 
that, because business leadership failed to 
prevent the depression of the early thirties, 
the private enterprise system failed. 

Admittedly there is some responsibility on 
business leadership for the excesses which 
lead to booms and their corrective depres- 
sions. But there is at least some comparable 
responsibility on government to prevent the 
excesses and errors in international relation- 
ships which lead to wars. 


Mr. Mullendore said it was neither fair 
nor reasonable to ask the advocates of 
freedom and the free enterprise system 
to remain quiet until after the war in the 
face of efforts to sell the totalitarian idea 
to the people. He said the cause of 
freedom and the American way of life 
depend on the stand which the leaders 
of American industry are willing to make 
now and after this war against the on- 
rushing tide of state socialism, adding: 

The economics of war, which is totalitari- 
an and collective, is very dangerous prepara- 
tion for the economics of peace in a free 
country. The regimentation of price control 
and rationing, the dependence of business up- 
on government orders, and the wholly tem- 
porary and false stimulus given to demand 
by the creation of unlimited debt—all these, 
which go with war and which are largely 
necessary in time of war, warp the economic 
thinking of most of the people and condition 
them to accept a continuance of a great deal 
of this same régime in time of peace. 


Every ounce of strength and all the ac- 
cumulated wisdom of the ages, said Mr. 
Mullendore, are needed to save civiliza- 
tion from the hatred and destruction of 
this war. This means restoration at the 
earliest possible moment of the strength 
which comes only from the striving of 
men under a free economic system. “I 
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have faith that a people who have the 
strength and courage to rescue other na- 
tions from totalitarianism will not sur- 
render to totalitarianism at home,” Mr. 
Mullendore concluded. 


NSTITUTE members were called upon 
by H. C. Thuerk, chairman of the 
EEI Postwar Planning Committee and 
president of the Bradford Electric Com- 
pany of Bradford, Pennsylvania, to as- 
sume the responsibility for postwar 
planning from two positions. First, he 
said, it is the duty of each company to 
create a sound postwar program for it- 
self within the territory served, and, sec- 
ond, each company must share a portion 
of the responsibility for all postwar plans 
of the community. 

He pointed out that long-range plan- 
ning is not new to the power and light 
industry, explaining that farsightedness 
was largely accountable for the industry’s 
success in furnishing adequate organiza- 
tion, power plants, transmission systems, 
and distribution facilities to take care of 
the tremendous increase in demand for 
power for war industries. As a result, 
the public is beginning to recognize the 
excellence of electric service in the 
United States. He made it clear that in 
any program for the future, the postwar § 
planning committee of the light and pow- 
er industry can only serve in the capacity 
of a clearing house for planning ideas. 

The most important job, in the opin- 
ion of the majority of utility executives, 
is that of appraising markets under post- 
war conditions and from these appraisals 
planning the necessary additions to facili- 
ties, Mr. Thuerk said, continuing: 

From the present outlook, the deferred 
demands for both consumer and durable 
goods in this country will be relatively much 
greater than after the last war. The manufac- 
turing capacities of many nations of the 
eastern hemisphere will have been severely 
reduced as the result of the destruction of 
their factories and other production facili- 
ties, so we may witness a great increase In 
our export business for several years after 
the close of the war. These latent demands, 
coupled with the potential earning ability of 
our own citizens, can supply the basis neces- 
sary to create high levels of activity in all 
business and trade. 
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“HERE, A. N. W., IT’S YOUR TURN TO DELIVER TELEGRAMS TODAY.” 


M®* Thuerk said that in all postwar 
planning it must be assumed that 
governmental policies and the social 
atmosphere will permit revival of Ameri- 
can free enterprise, now largely sus- 
pended. If direct free enterprise re- 
turns, he declared, we may expect people 
will build new homes, improve others, 
and want to equip them with the most 
modern electric appliances and devices. 
Small and large businesses and industry 
will want to modernize and replace much 
of their productive machinery. 

He urged a careful study now of 
the extent to which many new applica- 
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tions of electricity, now in experimental 
and developmental stages, can be brought 
into the production stage in the postwar 
period. Involved are innovations in heat- 
ing and application of electronics. 

He urged the industry to explore care- 
fully its opportunities for fulfilling its 
public obligation to see that electric serv- 
ice continues to play its part in providing 
more comfort and convenience and a 
higher standard of living, and said: 

To discharge our obligation will require 
some serious thinking about our future com- 
mercial and sales policies. The electric light 
and power business has never been solely a 
regulated monopoly—it has been and is a 
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regulated competitive business. In the strug- 
gle for the postwar dollars we shall be faced 
with the keenest of competition from hun- 
dreds of other businesses, many of whom 
have already established postwar planning 
groups and even now are engaged in building 
up future demands for their products in the 
minds of our customers. 

Other forms of energy will be partici- 
pating actively for the cooking, water-heat- 
ing, refrigerating, and air-conditioning load 
of the nation. We must keep ahead of these 
competitors with better merchandising poli- 
cies and more appealing equipment whose 
operating costs are fully competitive. 

Margins of profit in the future will prob- 
ably be such that all enterprises will be re- 
ceptive to opportunities to lower produc- 
tion costs. We shall need perhaps under these 
conditions to give more study to the welfare 
of our individual industrial customers and 
to assume a share of the responsibility of 
keeping them in a competitive position in 
their markets. 


o meet successfully these conditions 

there will have to be careful con- 
sideration given to the state of sales or- 
ganization and examination of rate struc- 
tures. Efficient management, aggressive 
sales promotion, and intelligent engi- 
neering and operation have brought down 
the price of electricity, Mr. Thuerk 
claimed, adding that every effort must be 
made to keep the price low, to maintain 
and improve the competitive position. 
Utility engineers now have the job of 
determining what additions and replace- 
ments must be made to supply increased 
loads to come eventually from postponed 
civilian demands—the return of standard 
time, the elimination of brownouts and 
blackouts, and the tendency for industry 
to curtail night work and concentrate 
production in the 8-hour day shift. He 
said: 

Detailed construction plans which can be 
put into prompt use at the close of the war 
will contribute materially to combating the 
unemployment problem. If operating com- 
panies would proceed with the preparation 
of such plans, it would be possible at a future 
date to announce a construction program for 
the industry. The publication of such a pro- 
gram would indicate to the public more ef- 
fectively than perhaps anything else that we 
have been doing some fundamental thinking 
on the problem of providing an adequate 
electric power supply after the war, and 
that through that program would furnish 
additional employment in communities 
throughout the nation. 


With no apparent relief through the 
mediums of wages or taxes, it appears 
that the industry will have to reduce its | 
costs by lowering its capital investment 
and increasing its operating efficiency, 
Mr. Thuerk said. He urged greater at- 
tention to standardization, which he said | 
has resulted in-lower selling prices for 
such items as incandescent lamps. 

Further possibilities of standardiza- 
tion are seen in the heavier electrical 
equipment, with resultant benefit to the 
operating department, as well as to initial 
cost. He said: 

Like all private business, we hope that at 
the close of the war we shall be in such finan- 
cial condition that the money required to 
undertake such construction projects as may 
be needed can be obtained quickly and eco- 
nomically. Perhaps the usual sources of con- 
struction funds should be analyzed more 
carefully than ever before in order to deter- 
mine the proportionate share which each 
may be able to contribute to the total. What 
about reserves for retirement? What about 
net earnings? 

Let us be realistic in our approach to these 
financial problems and ourselves adopt 
measures designed to assure the funds to ex- 
pand and improve our physical plant. With 
business management doing everything in 
its power toward assuring postwar employ- 
ment, Federal and state taxing and regula- 
tory bodies should also be expected to shape 
their policies so as to place and leave busi- 
ness in a financial position to carry out such 
plans. 


M* Thuerk urged full consideration 
of the personnel problem to aid in 
keeping the industry vigorous through 
assimilation of younger men who will 
become the executives of tomorrow. 
Pension and other plans designed to keep 
the efficiency and progressiveness of the 
industry at a high level may require fur- 
ther examination. The industry also 
must keep in close contact with the pub- 
lic and it must not fail to change its ideas 
or methods. The industry must help to 
clarify in the public mind that it is not 
the monopoly which appears to be the 
antithesis of free American enterprise. 
The industry should seriously concern 
itself with the employment situation after 
the war, Mr. Thuerk said, adding: 
How may we best contribute our share to 


the successful solution of this problem? In 
addition to those steps which can be taken 
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in our own industry to stimulate employment 
ona sound economic basis—and perhaps this 
is more important—we can join our efforts 
with those of other businesses. Surely there 
has never before been a time when each in- 
dustry should recognize more clearly its re- 
sponsibility to make available to other in- 
dustries its thinking on problems common to 
the welfare of all. 

What can we do to stimulate employment 
by the electrical manufacturers, the whole- 
salers, the local dealers? How about the 
building and construction industries? 
Shouldn’t we give particular thought to ways 
and means by which we can help to spur ac- 
tivity in these fields, particularly since they 
have contributed in no small way to the 
maintenance and growth of our own reve- 
nues ? 


He urged codperation with business 
associations which have formed groups to 
consider broad postwar planning objec- 
tives, such as the planning committee of 
the National Association of Manufac- 
turers, planning committee of the U. S. 
Chamber of Commerce, and the Commit- 
tee for Economic Development. He con- 
tinued : 

In spite of careful analysis and planning 
by private business, there will undoubtedly 
be pressure for government spending on pub- 
lic works to stimulate employment, particu- 
larly in areas where industrial and commer- 
cial enterprises are not well situated to take 
the full load. It is worth while, therefore, 
that utility management in the various sec- 
tions of the country, but particularly in areas 
where unemployment could be severe, con- 
tribute its full support to local planning 
agencies in the preparation now of a soundly 
financed program of the genuinely useful 
and necessary municipal and county improve- 
ment projects which could furnish employ- 
ment until private business can fully absorb 
the supply of workers. 


Mr. Thuerk said many states had al- 
ready passed enabling acts to set up state- 
wide commissions and these bodies, in 
cooperation with local groups, should be 
able to plan effectively for the building 
of needed and desirable public and pri- 
vate projects in regions where postwar 
improvement lags. Among such projects 
are hospitals, schools, airports, libraries, 
sewage disposal systems, street sewers, 
water filtration plants, new water sup- 
plies, and street and highway additions. 
He urged the electric utilities to play their 
proper role in working out these plans. 
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iC ke electric utility industry has dis- 
charged in an outstanding manner 
its pledge to devote its full capabilities, 
best efforts, and resources to aid the na- 
tion by continuing to maintain an ample 
supply of electric power for war indus- 
tries. This was the highlight of the an- 
nual report of C. W. Kellogg, president 
of the institute. Mr. Kellogg said that 
since June, 1940, combined electric gen- 
erating capacity of plants has grown by 
6,500,000 kilowatts to about 47,500,000 
kilowatts at the present time. Estimated 
generating capacity at the end of this 
year will be 50,000,000 kilowatts. The 
margin between peak load demand and 
generating capacity remains at about 10,- 
000,000 kilowatts. 

Mr. Kellogg said that, judging by can- 
cellations and reductions in the projected 
war production program, the end of 1944 
should find demand for power for war 
production decreasing. Prospects of in- 
creasing the production of essential 
civilian goods by the end of 1944 will re- 
verse the trend of demand for power for 
civilian supply, which has been decreas- 
ing since 1940—so that the civilian pow- 
er demand will be on the increase again, 
the report stated. 

Mr. Kellogg reported that gross reve- 
nues of electric utilities totaled $2,665,- 
000,000 for the twelve months ending 
May 31, 1943, representing an increase 
over the previous twelve months of $140,- 
000,000, or 5 per cent. The entire growth 
was shown to have been mostly offset by 
increases in Federal taxes and operating 
expenses. Total employment in the elec- 
tric utility industry fell from a peak of 
288,000 in August, 1941, when construc- 
tion was at a maximum, to approximate- 
ly 220,000 on June Ist of this year, a net 
reduction of 68,000 employees, or 24 per 
cent. Draft and the lure of higher sal- 
aries in war industries have taken their 
toll. 


“ee save rubber and gasoline, the re- 
port said, electric utilities have cut 
down sharply the use of automotive 
transportation, and to relieve the trans- 
portation problem they have increased 
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their coal storage capacity to enable them 
to carry larger supplies. 

The excess profits tax is held to be un- 
fair in that it failed to allow for the 
charges on the necessary large increases 
in plant investment made subsequent to 
the peace period. Taxes upon the electric 
utilities now take 25 cents out of every 
dollar of gross revenue. Other burdens 
include the preparation of reports, the 
answering of questionnaires, and the 
supplying of information to many gov- 
ernment agencies, amounting to many 
millions of man hours of work. 

In the decade ending in 1942, there 
were 1,039 elections involving a choice 
between private and public ownership. 
In regard to farm electrification, the re- 
port called attention to the tendency of 
government reports to ignore or belittle 
the accomplishment of private enterprise. 
At the end of 1942, the total number of 
electrified farms was approximately 2,- 
500,000, of which about 1,650,000, or ap- 
proximately two-thirds of the total, were 
on electric utility companies’ lines, a 
figure which is double what it was eight 
years ago. Any modification of the REA 
program to include unneeded duplication 
of power plants and transmission sys- 
tems and to compete for nonfarm power 
business against tax-paying companies 
was deplored. 

The report concluded with the assur- 
ance there will always be ample electric- 
ity for war and civilian demands, and 
called attention to the fact that the rates 
of the 27,000,000 home customers are at 
an all-time low. This is in spite of the 
steadily increasing cost of living. 


V. ERBEN, manager of the central 
estation division of the General 
Electric Company, said that public utility 
companies must standardize specifica- 
tions on their capital expenditure items, 
such as telephones, transformers, switch 
gears, and circuit breakers, if they are 
to obtain the lowest possible prices from 
the electrical manufacturers. 
Pointing out that the utilities were fac- 
ing increased competition in a govern- 
ment-regulated field which would neces- 
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sitate lower service rates at increased op- 
erating costs, Mr. Erben said that the & 
manufacturers may find it difficult to of- 
fer lower prices on heavy apparatus, if 
design and manufacture continue along 
prewar lines. 

With an effective simplification pro- 
gram of design for heavy equipment, he 
foresaw a potential cost savings to the | 
utilities but only to the degree of accept- 
ance for the types and ratings selected, § 

Citing the high cost of constructing 
propulsion equipment for Navy destroy- 
ers prior to the naval program of 1939, § 
the General Electric official told the in- 
stitute that through standardization and 
repetitive manufacture the cost of this 
equipment had been lowered from about 
$576,000 a vessel, when orders were 
placed for only two or three at a time, to | 
$392,000 per vessel within recent weeks, § 

Urging power companies to develop in | 
their field opportunities for large vol- 
ume of repetitive manufacture, Mr. 
Erben said that the factors which will 
produce lower costs on heavy electrical § 
apparatus when manufactured on this 
basis are essentially those which have 
brought about such revolutionary results | 
in the mass production of consumer | 
goods. 


BR M. SAwyeER, vice president of the 
e American Gas & Electric Cor- 
poration, called upon the electric utility 
companies to give serious consideration | 
to the problems of small industries, | 
which include 90 per cent of American | 
manufacturers. 
“Properly inspired, small industry,” 
he said, “can not only rehabilitate itself 
in the postwar years, but can go forward 
to greater and broader fields of endeavor. 
We all know that the tremendous de- 
velopments in research along metal- 
lurgical, engineering, chemical, and in- 
ventive lines are going to lead to the 
application of new products and devices 
to all kinds of consumer goods. With 
the economic limitations of large indus- 
try to profitably manufacture goods with 
restricted consumer markets, the oppor- 
tunities for small industry to develop 


838 

















WHAT OTHERS THINK 




















wa foetuu| 








© New York Tribune, Inc. 


GIVING MEDUSA A HAIRCUT 


many of these new applications and de- 
vices may be unlimited.” 

He said after the war the small pro- 
ducer may be able to convert to the man- 
ufacture of consumer goods more readily 
than large industry and thus may act as 
a cushion against too great a depression 
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in general industrial activities during this 
period and save to themselves and to 
large industry considerable purchasing 
power which might otherwise be dis- 
sipated by unemployment. He said that 
the utility can assist and guide the oper- 
ator of the small plant and thereby help 
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to retain for the utility a small customer 
and for the community a small but im- 
portant industry. 

The utility can accumulate and dis- 
seminate to its small industries now and 
immediately after the war every possible 
bit of information to guide them in their 
present and future manufacturing pro- 
grams, Mr. Sawyer declared, adding: “It 
would seem practical for each operating 
company or for each of its divisions to 
appoint one particular member of its or- 
ganization to direct its small industries 
activities.” 


A. Powe, manager of the head- 

e quarters engineering departments 

of Westinghouse Electric & Manufac- 
turing Company, also called for stand- 
ardization to cut down capital investment 
per kilowatt load and keep the utility in 


the competitive rate field. 

He praised the utilities for having 
maintained their engineering at the high- 
est possible standard and said the manner 
in which utilities have met the power re- 
quirements of the war effort would not 
have been possible except for the splen- | 
did engineering that has gone into their 
systems. 

He predicted much modernization and 
replacement of lighting in the commer- 
cial field and said there is every indica- 
tion that fluorescent equipment not radi- 
cally different from that of the present 
will be used except that the luminaires 
will be nonmetallic. In both the commer- 
cial and residential fields there will un- 
doubtedly be a tendency toward curved 
or circular fluorescent lamps. He urged 
that these be standardized from the start. 

—C.A.E. 





Equal Freight Rates for Equal Services 


HE nation must either adopt a na- 

tional transportation policy of equal 
opportunity to all, and definite rules and 
machinery established for making that 
policy effective, or rate inequalities con- 
forming to individual needs and com- 
petitive stresses must be accepted as in- 
evitable, remarked C. E. Childe, member 
of the Transportation Board of Investi- 
gation and Research, before a recent 
meeting of the Southern Policy Associa- 
tion. 

In an address entitled “The National 
Interest in Freight Rates,” Mr. Childe 
said: 

Freight rates and rate relationships are at 
the heart of our transportation problems be- 
cause only by maintaining rates which yield 
the carriers adequate profits can adequate 
transportation service be maintained in a 
private enterprise system, and only by main- 
taining rates that will encourage the de- 
velopment of our resources in all parts of 
the country can we achieve that national 
prosperity and well-being to which we all 
aspire. ... 

It is my opinion, after studying the freight 
rate structure most of my working life, that 
these complications are in large part as un- 
necessary as they are illogical and incom- 
prehensible; that the discriminations of 
present freight rate structure are harmful 
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to the development of the whole country, in- 
cluding the carriers as well as the rest of us. 


penne briefly the “story” behind 
present-day freight rate structure, 
Mr. Childe went on to say that when the 
public became aware of the discrimina- 
tions and inequalities resulting from un- 
restricted competitive methods of rate 
making, Congress attempted to regulate 
the railroads through the Interstate Com- 
merce Commission. It became the duty of 
the commission and the courts to de- 
termine what would be “just, reasonable, 
and nondiscriminatory, but the purpose 
of the act was declared to be equality of 
opportunity for all.” 

The reasonableness or unreasonable- 
ness of rates began to be determined 
chiefly through comparisons with other 
rates. If discriminations were founded 
on differences in competitive conditions, 
or beyond the control of the particular 
carrier hauling the traffic, they were held 
to be lawful. 

Asserting that the doctrine of equality 
of opportunity—equal rates for equal 
services—has thus been largely defeated 
by the doctrine of charging what the traf- 
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fic is supposed to be able to bear—that 
is, letting competition fix the rates, Mr. 
Childe said: 


I personally am an advocate of the policy 
of equality of opportunity. I think rates 
should as nearly as possible reflect equal 
charges to all shippers for equal services in 
relation to the cost of the service rendered 
by the carrier. I believe that has been the 
purpose of Congress in all of the transporta- 
tion legislation enacted, from the original 
Interstate Commerce Act of 1887 to the 
present time. But I do not think that pur- 
pose has been accomplished, or that it can 
be accomplished until we have a better gen- 
eral understanding of the facts and until we 
adopt additional legislation to achieve our 
desired objective. 


N its recent report to the President, 

the Board of Investigation and Re- 
search recommended a definite plan for 
bringing about a uniform scale of class 
rates applicable throughout the country. 
To achieve this, the board recommended 
that Congress amend the Interstate Com- 
merce Act to provide for uniformity in 
class rate levels, except where departures 
may clearly be shown to be required. 

The report by the Board of Investiga- 
tion and Research included, in addition 
to the investigation of interterritorial 


freight rates, a study of the nation’s traf- 
fic—its flow, trends, and needs; analysis 
of public aids to transportation ; carrier 
taxation; transportation costs and effi- 
ciency; unification and integration of 
carriers; and the effects of regulatory 
policies upon transportation. 

“Much more remains to be done, how- 
ever, if a policy of equality of opportunity 
in rate making is to be carried out fully,” 
Mr. Childe added. A Federal agency 
should be created by Congress, Mr. 
Childe suggested, to investigate the prob- 
lem and dig up the facts on the transpor- 
tation needs of our country for peace 
and war. 

Some of the questions that bear an- 
swering, he said, are: how to get and 
maintain the facilities for supplying the 
transportation needs of the country ; the 
types of transportation which will be best 
and cheapest; the rates which should 
fairly be charged for their services; 
the volume and flow of traffic; where, 
and in what quantities and by what 
means, it comes and goes; to what ex- 
tent the flow is obstructed or retarded; 
and by what transportation rates and 
service it can best be promoted. 

—E. M. P. 





Notes on Recent Publications 


Dmectory oF GAS UTILITIES IN THE UNITED 
States—1942, Federal Power Commission. 
Price $2. 536 pp. Refer to FPC S-23. 

The Federal Power Commission last No- 
vember announced the publication of its “Di- 
rectory of Gas Utilities in the United States 
—1942.” The 536-page book, which contains 
data on natural, manufactured, and mixed 
gas companies in the United States, was 
compiled by the commission in collaboration 
with the Work Projects Administration 
from data furnished by the utilities, and is 
a companion volume to the commission’s 
“Directory of Electric Utilities.” 

The following items of information are 
shown in the directory: 

1. The name of the utility and its principal 
business office address. 

2. The corporate control over the utility. 
The top holding company, and the ex- 
tent of voting interest if control is di- 
rect rather than through subsidiaries, 
are shown. 
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3. The names of officers and directors. 

4. Companies that are controlled by the 
utility. 

5. Investment in gas utility plant. 

6. Gas operating revenues. 

7. Number and classification of gas cus- 
tomers. 

8. Plant capacity. 

9. Maximum day’s send-out. 

10. Amount and kind of gas produced, 
purchased, and sold 

11. Fuel used. 

12. By-products made. 

13. Communities served at retail (includ- 
ing data on the kind of gas served, 
heating value, and community popula- 
tions). 

14. Utilities served at wholesale. 

15. Other services rendered by the utility. 

16. Other states in which the utility oper- 
ates. 
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ge new members of the board of trustees 
of the Edison Electric Institute were 
elected at the annual meeting of the institute 
on June 3rd. (See page 832.) They are: Harry 
J. Bauer, president, Southern California Edi- 
son Company, Ltd., Los Angeles, California; 
H. C. Blackwell, president, ‘Cincinnati Gas & 
Electric Company, Cincinnati, Ohio; Jack G. 
Holtzclaw, president, Virginia Electric & 
Power Company, Richmond, Virginia; Wil- 
liam E. Mitchell, vice president, Georgia Pow- 
er Company, Atlanta, Georgia; J. V. Toner, 
president, Boston Edison Company, Boston, 
Massachusetts. 

All members of the board were reélected ex- 
cept Edward Reynold, Columbia Gas & Elec- 
tric Company, who is now in service in the of- 
fice of the surgeon general of the Army, and 
the late John E. Zimmermann. 

All officers of the institute were reélected. 
They are: C. W. Kellogg, president; H. S. 
Bennion, vice president and managing director ; 
Paul M. Downing, vice president; W. E. Mit- 
chell, vice president; J. C. Leighton, treas- 
urer; Mae B. Woods, secretary. 

President Kellogg announced at the meeting 
the winners of the prize awards offered in the 
electric industry. The winner of the first 
prize in the Laura McCall Award, offered to 
companies whose home service directors have 
made outstanding contributions in furthering 
the war effort on the home front, was the 
Hawaiian Electric Company, Ltd., Honolulu, 
Miss Miriam Jackson Emery, home service 
director. The award was a commemorative 
plaque to the company and a war bond to Miss 
Emery. 

The second, third, fourth, and fifth prizes 
in the McCall Award were won, respectively, 
by the Puget Sound Power & Light Company, 
Seattle; Georgia Power Company, Atlanta; 
Nebraska Power Company, Omaha; and 
Mississippi Power & Light Company, Jack- 
son, Mississippi. 

First prize in the Reddy Kilowatt annual 
report contest was awarded to the Kansas Gas 
& Electric Company, Wichita. 


Unions Must Refund Dues 


OMPANIES proved to have dominated “in- 
dependent” unions must repay to their 
workers the dues collected for membership in 
these unions under the closed shop check-off 
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system, the United States Supreme Court 
ruled on June 7th. 

The decision resulted in a sharp split. Justice 
Murphy, representing a majority of six, found 
that the National Labor Relations Board was 
fully entitled to order the reimbursement. 
Justice Roberts, joined by Chief Justice Stone 
and Justice Jackson, characterized the repay- 
ment merely as punishment for encouraging 
employees to organize the company-dominated 
union. 

The case concerned the Virginia Electric & 
Power Company, which the board had found 
to have dominated an “inside” union, the In- 
dependent Organization of Employees. Some 
time ago the board commanded dissolution of 
this union, the company withdrew its support, 
and the association was abandoned. But the 
power corporation opposed the repayment of 
dues and the Supreme Court agreed to review 
that protest, especially as five circuit courts, in 
eleven cases, had refused to enforce board 
orders for reimbursement. 

In the Virginia Case the board had ordered 
the company to pay back about $90,000, or all 
dues collected during the 5-year existence of 
the IOE. 

The Supreme Court majority gave no sym- 
pathy to the company’s argument that the 
check-off system of collecting dues was vol- 
untary by the employees, and that any wrong 
done by the employer was closed when the 
IOE was dissolved. On the other hand, Justice 
Murphy found for the majority that the 
NLRB had complete power to command the 
repayment in order to “effectuate” the policies 
of the Wagner Act. 


Federal REA Faces Co-op 
Revolt 


umors of conflict between the Federal Elec- 

trification Administration and the more 
recently organized National Rural Electric 
Cooperative Association continue to go the 
rounds in St. Louis and Washington. Harry 
Slattery, REA chief, took the first round by 
forcing resignation of his deputy administra- 
tor, Robert B. Craig. 

The fundamental issue involved seems to be 
whether REA cooperatives will continue under 
Federal domination or whether they will strike 
out for a greater measure of home rule. Some 
are reported to be growing restive under the 
restraint of paternalistic apron strings tied 
to Washington. 
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NRECA, claiming about 580 of the 740 
REA cooperatives, is said to be preparing to 
represent this sentiment by acting as a “trade 
association” spokesman in the nation’s capital 
in favor of more independence for the co-ops. 

Slattery’s opposition to co-op insurance is 
the immediate issue involved. He has written 
to co-ops disapproving the plan for setting up 
two mutual insurance companies (already or- 
ganized) to provide casualty and fire insurance 
for employees and property of the co-ops. 
NRECA is sponsoring the movement to pro- 
mote the two co-op mutual insurance com- 
panies. NRECA takes the position that when 
a co-op has paid its loan to the Federal gov- 
ernment, or is not in default in paying it, it 
can do as it pleases with surplus funds. This 
would permit, of course, co-op investment in 
a mutual insurance organization. 

Slattery now faces a demand by NRECA 
for a formal opinion clarifying the relation- 
ship between Federal REA and the co-ops. If 
the resulting opinion purports to impose con- 
tinued Federal supervision over rural co-op 
funds, NRECA will take the matter to court 
on the ground that REA is strictly a loan 
agency. If the opinion sustains NRECA’s am- 
bitions in the insurance field, further steps 
toward breaking the bonds of Washington 
would be in prospect. These might include a 
reexamination of REA policies affecting rates, 
service expansion, construction, and the co-op 
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form of organization. 


Byrnes Heads New OWM 


Presiment Roosevelt on May 28th created 
an Office of War Mobilization, headed by 
James F. Byrnes, as the top Federal agency 
for conduct of the war on the home front. He 
directed Mr. Byrnes to “keep both our military 
machine and our essential civilian economy 
running in team at high speed” and to put an 
end to interagency quarrels which have re- 
curred with such frequency that they have be- 
come known as “the Battle of Washington.” 

Mr. Byrnes resigned as Director of Eco- 
nomic Stabilization to assume his new job 
and was succeeded by Fred M. Vinson of Ken- 
tucky, who resigned as a justice of the United 
States Court of Appeals for the District of 
Columbia, to which he was appointed five 
years ago after having served fourteen years 
inthe House of Representatives. 

An executive order vested in Mr. Byrnes as 
Director of the Office of War Mobilization 
powers exceeding those previously given to 
Donald M. Nelson, War Production Board 
chairman, or those given to Bernard M. Baruch 
in the first World War. 

Serving with Mr. Byrnes is a committee con- 
sisting of Secretary of War Stimson, Sec- 
retary of the Navy Knox, Judge Vinson, Mr. 
Nelson, and Harry L. Hopkins, chairman of 
the Munitions Assignments Board, but their 
function will be purely advisory and consulta- 
tive, since the power to issue “directives” on 


policy matters is vested in Mr. Byrnes, “sub- 
ject to the direction and control of the Presi- 
dent.” 


FPC Gets Purchase Plea 


HE Federal Power Commission on June 

3rd announced receipt of an application 
filed by Pennsylvania Electric Company, Johns- 
town, under § 203 of the Federal Power Act, 
for authorization to acquire all the utility as- 
sets and facilities of Erie County Electric 
Company, Erie. 

According to the application, Pennsylvania 
Electric proposes to acquire from United Gas 
Improvement Company, the parent of Erie, all 
of the stock of Erie at a total cost to Penn- 
sylvania Electric of $6,921,500, with a further 
contingent cost to Pennsylvania Electric of 
a sum not in excess of $215,559. Following 
the acquisition of the stock of Erie, Pennsyl- 
vania Electric proposes to acquire all of the 
assets and franchises of Erie in consideration 
of the surrender of such stock by Pennsyl- 
vania Electric for cancellation and the as- 
sumption by Pennsylvania Electric of the ob- 
ligations of Erie. 


Gas Pipe Line Authorized 


HE War Production Board last month au- 

thorized immediate construction of a new 
26-inch pipe line to carry natural gas from 
the Hugoton field to the Cities Service sys- 
tem’s connection at Blackwell, Oklahoma. J. 
A. Krug, director of the Office of War Utili- 
ties, said the construction was authorized to 
insure adequate natural gas supplies next win- 
ter for an area bounded roughly by Wichita, 
Kansas, and Kansas City and Springfield, 
Missouri. The line will extend 240 miles from 
the center of Texas county, Oklahoma, to 
Blackwell. 

While Cities Service will build the line, the 
announcement said neighboring systems would 
be given an opportunity to gain deliveries from 
the line to assist in meeting any possible de 
ficiencies during the war and for a year there- 
after. 

Krug said the line was necessary because 
of the vast increase in war manufacturing in 
the area, with a consequent increase in natural 
gas consumption, together with the decline in 
output of a number of gas fields upon which 
Cities Service has depended. 


TVA to Pay Tax Losses 


TyA payments to 6 states and 125 counties 
in the Southeast because of tax losses 
will total $1,960,472 for the fiscal year ending 
June 30, 1943, TVA General Manager Gordon 
Clapp said recently. 

This represents an increase of $101,000 over 
similar payments for the last fiscal year. Pay- 
ments to Alabama, Georgia, Kentucky, Mis- 
sissippi, North Carolina, Tennessee, and coun- 
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ties therein have been made monthly during the 
current fiscal year on the basis of a preliminary 
schedule, and adjustments will be made with 
the final checks for the last two months of the 
year, Clapp added. 

Besides the TVA payments, municipal and 
cooperative distribution systems are provid- 
ing for taxes and in-lieu payments which may 
exceed $1,850,000 for the 1943 fiscal year, 
bringing total payments on TVA power to 
more than $3,800,000. 

Tennessee received most payments, with 
$502,130 going to the state, and $827,047 to 
Tennessee counties. Alabama was next, with 
$340,787 paid that state. Georgia received 
$10,777 ; Kentucky, $25,682; Mississippi, $12,- 
986; and North Carolina, $70,391. 

Payments to counties within the states: Ala- 
bama, $44,924; Georgia, $55,214; Kentucky, 
$31,633; Mississippi, $34,041; and North Caro- 
lina, $4,860. 

With the exception of Mississippi, payments 
in each state increased over the previous year. 


Puerto Rico Case 


ir ear Judge Robert Cooper in the United 
States District Court at San Juan, Puerto 
Rico, on June 5th dismissed in part an action 
by the Puerto Rico Railway, Light & Power 
Company to make the United States govern- 
ment call off its seizure of the company’s utility 
properties. The court dismissed that part of 
the company’s complaint which alleged bad 
faith on the part of the United States govern- 
ment in making the seizures. 

The court will now consider validity of the 
seizures under the Second War Powers Act. 
It will be recalled that the original seizure of 
such properties by the Federal government 
under the Lanham Act was first approved by 
the U. S. District Court at San Juan and then 
disapproved by the first U. S. Circuit Court 


at Boston. Before the mandate of the higher 
court could be served, however, the govern. § 
ment seized the properties a second time under 
the Second War Powers Act. 


REA Allocations 


Te Department of Agriculture on June 
7th announced allocations of $1,790,000 of 
Rural Electrification Administration 
funds to 26 systems in 18 states. 

The funds borrowed by the systems under 
these allocations will be used to finance facilj- 
ties already completed in accordance with War | 
Production Board regulations, to acquire exist- 
ing properties which will facilitate electrifica- 
tion of additional farms in the postwar period, 
and for immediate extension of service to 
more than 1,000 farms qualifying under pres- 
ent WPB regulations permitting connections 
to farms producing livestock, dairy and poultry 
products. 

REA Administrator Harry Slattery said 
that no new construction would be undertaken 
except in accordance with authorization or 
regulation of the War Production Board. 

Among the allocations are one of $280,000 to 
the Empire Electric Codperative, Dove Creek, 
Colorado, to acquire 40 miles of line serving 
970 rural consumers, and one of $200,000 to the 
Redwood Electric Codperative, Garberville, 
California, for 130 miles of line to serve 702 
members. 


Utility Control Rejected 


HE legislative council of Jamaica recently 

rejected the motion of the member from 
St. Ann that the government accept the policy 
of government ownership of all public utilities. 
The motion was supported by nine elected 
members but was defeated on the vote of 
government members. 


loan 


Arkansas 


Favors Arkansas Valley 
Authority 


U: S. Representative Cravens, Democrat, 
whose home city of Fort Smith recently 
fought the worst flood in its history, favors an 
Arkansas Valley Authority after the war, but 
not one modeled exactly after the Tennessee 
Valley Authority. 

He wants one that would develop the re- 
sources of the whole valley, traversing sev- 
eral states, but he said TVA is too independent, 
and if an AVA is established he wants Con- 
gress to retain tighter control over it, includ- 
ing its accounting and finances. He praised the 
work of the TVA, however, saying its results 
were “splendid.” 

Cravens was interviewed in Washington on 
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the subject of what could be done about the 
destructive floods in the Arkansas valley. He 
was asked whether he would be satisfied with 
flood-control projects alone, or whether he 
wanted to see the river developed in various 
other ways by a regional agency such as TVA. 

“Flood control is the primary purpose, as 
far as I am concerned,” he said. “But if the 
dams can, incidentally, produce hydroelectric 
power too, that will be fine.” 

Cravens said he thought that if Congress 
sets up an AVA, it ought to require the agency 
to turn back its electric power receipts every 
month into the Treasury, instead of using 
them as an operating fund throughout the year, 
as TVA does. o 

He said also that he would favor requiring 
Senate confirmation of all employees of the 
AVA making more than $4,500 a year. 
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Purchase Plans Announced 


Ferg Louisiana Gas Company, Shreve- 
port, Louisiana, and Gus B. Walton, Little 
Rock bond dealer, announced on June 3rd 
their intention to purchase four operating util- 
ities at Hot Springs, Arkansas, for $4,600,000. 

The utility notified the state utilities com- 
mission it intended to buy Consumers Gas 
Company, Hot Springs Street Railway Com- 
pany, and Hot Springs Water Company for a 
total of $3,800,000. 

The four companies are owned by Central 
Arkansas Public Service Corporation, a hold- 
ing company. Arkansas Louisiana said it had 
entered an agreement with Central Arkansas 
to bring about its liquidation under provisions 
of the Public Utility Holding Company Act, 
subject to approval by the Securities and Ex. 
change Commission. 

Mr. Walton said his application had been 
made to the SEC as a part of the Arkansas 
Louisiana proposal. The bond dealer said he 
was acting for himself. 


Decision May Set Precedent 


HE state utilities commission took under 
} petien A. early this month two cases 
which will set precedent in the fast-developing 
competition between private utilities and rural 
electric coOperatives for power business in mu- 
nicipal territory. 

Before the regulatory body were applica- 
tions by the Arkansas Power & Light Com- 
pany and the Oklahoma Gas & Electric Com- 
pany, two of the state’s major electric utilities, 
for authority to increase charges to co-ops 
which take over distribution systems in mu- 
nicipal areas. 

The AP&L application was the hardest 
fought, being opposed by the Office of Price 
Administration in addition to the 17 codpera- 
tives banded into the Arkansas Electric Co- 
dperative Corporation. In a formal interven- 
tion, Harry A. Bowen, OPA attorney from 
Washington, said the proposed change would 
increase electric costs to consumers in the af- 
fected towns. 


Opposition to the OG&E application came 
from the Arkansas Valley Electric Codper- 
ative, only co-op served by the private utility 
in Arkansas. The OG&E has a similar appli- 
cation pending in Oklahoma where it serves 
12 co-ops. 

In its proposed amendment to its availability 
clause, OG&E would restrict resale of whole- 
sale power supplied the Arkansas Valley Co- 
Operative at the rural electric rate to munici- 
palities of under 250 population and 30 kilo- 
volt-ampere capacity. 

Walter P. Gesell, executive assistant of 
OG&E, said there were no areas in Arkansas 
which would be affected now by the proposed 
change. He said his company considered the 
population limit of 250 a “division of rural 
territory rather than a definition of rural ter- 
ritory.” 

Thomas B. Fitzhugh, co-op attorney, 
charged the proposed population limitation 
violated the state’s 1937 rural electrification 
law which permitted co-ops to serve areas up 
to 2,500 population. 


Gets Water System 


HE Arkansas Municipal Water Company, 

with headquarters at Pine Bluff, which 
operates water systems in 18 Arkansas cities, 
has acquired control of the Sedalia, Missouri, 
Water Company, valued at approximately $1,- 
500,000, C. E. McCloy, president of the com- 
pany, announced recently. 

The Sedalia property, formerly owned by 
the General Gas & Water system, was one of 
several in adjoining states that the company 
has been interested in purchasing, Mr. McCloy 
said. The company operates systems at Arka- 
delphia, Russellville, Morrilton, Wynne, Earle, 
Parkin, Batesville, England, Brinkley, For- 
dyce, Hamburg, McGehee, Gurdon, Rison, 
Newport, Marion, and Pine Bluff. 

The company was formed last year to ac- 
quire the systems at that time owned by the 
Arkansas Power & Light Company. A large 
eastern insurance company has assisted in 
financing the transactions which are being ac- 
quired for operating purposes. 


California 


Power Declared Secondary 


eS eighteen months of study, en- 
\U gineers representing the score of irriga- 
tion districts taking water from Kings river 
recently urged construction of a $19,500,000 
dam at Pine Flat, to impound 1,000,000 acre 
feet of water, and termed the principal pur- 
pose of such a dam to control floods, particu- 
larly in the Tulare lake basin. 

Irrigation benefits would be secondary and 
the engineers suggested construction of an in- 
cidental hydroelectric power development 
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plant series which eventually would cost $37,- 
3 


Flood-control benefits were estimated at 
$1,185,000 a year, that figure being the average 
damage done by floods over a 20-year period, 
while the benefits to be derived from a regu- 
lated irrigation water supply were estimated at 
an average of only $420,000 a year. 

The study resulted when the river interests 
balked two years ago at a Federal proposal 
that the United States Bureau of Reclamation 
construct a dam and power plant, with power 
to be the predominant factor. 
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District of Columbia 


Rate Order Appealed 


Ts Potomac Electric Power Company on 
June 1st announced it would make a court 
appeal from the public utilities commission or- 
der for a $312,000 rate decrease in 1943. The 
commission has denied a petition for recon- 
sideration of the order. 

In its appeal PEPCO contended computa- 
tions that should have been made under the 
sliding-scale arrangements by which rates are 
adjusted annually would show that the earn- 
ings in 1942 were not sufficient to justify a re- 
duction for the coming year. It charged the 
commission erred in deducting certain amounts 
from the rate base and in not allowing full 
Federal income tax deductions. 

Contrary to usual practice, the company is 
not asking for a stay of the order pending court 
action, but will compute the June bills accord- 
ing to the new rates—which will save the 
average consumer about 4 cents per month— 
and will credit the pennies that should have 
been deducted during March, April, and May. 


Commissioner Renominated 


HE President on May 27th sent to the Sen- 

ate the nomination of James H. Flanagan 
for reappointment as a member of the District 
of Columbia Public Utilities Commission, of 
which he is now chairman. 

Flanagan, who for seven years was financial 
analyst and a supervising analyst of the public 
utilities division of the Securities and Ex- 
change Commission, was appointed in Febru- 
ary, 1942, to fill the unexpired term of the late 
Riley E. Elgen. Last September he became 
chairman of the commission, succeeding Greg- 
ory Hankin. 


The nomination came shortly after publica- 
tion of a report that Hankin had written Eco- 
nomic Stabilization Director James F. Byrnes, 
complaining that Flanagan had kept from him | 
official correspondence regarding commission 
cooperation with Byrnes on utility matters, 
Hankin asked that Byrnes bring this to the 
attention of the President. He denied that he § 
had had any thought of blocking Flanagan's 
reappointment, and stated that his letter was 
only a “timely coincidence.” 


Rehearing Held 


REHEARING in the Washington Gas Light 
A Company’s appeal was held on June 4th 
by the United States Court of Appeals with | 
Chief Justice D. Lawrence Groner, Associate 
Justice Justin Miller, and Justice Morris A. 
Soper, of the fourth judicial circuit in Balti- 
more, presiding. 

The rehearing was necessitated by the res- 
ignation of Associate Justice Fred M. Vinson | 
who was appointed recently by President 
Roosevelt as director of the Office of Economic 
Stabilization. Judge Vinson was a member of 
the court which heard arguments in the case 
last month. 

An appeal was requested by the gas com- | 
pany after Justice F. Dickinson Letts in dis- 
trict court several months ago disallowed a | 
rate increase granted by the District of Co- 
lumbia Public Utilities Commission which 
would have amounted to approximately $200,- 
000 a year. In Justice Letts’ opinion the in- 
crease was illegal under provisions of the Price 
Control Act and was also inflationary. 

A decision in the case was expected before 
the summer recess of the court, which begins 
on June 30th. 


Georgia 


Plan to Buy Utility Halted 


HE proposal of the city of Valdosta to is- 
sue $1,000,000 in revenue certificates to 
purchase from the Georgia Power & Light 
Company the electric distribution system of 
Valdosta and adjacent territory was halted on 
June 3rd by a temporary injunction granted 
by Judge W. E. Thomas of superior court. 
Charles W. Singleton, Valdosta business- 


man, who also operates ice manufacturing 
plants at Lakeland and Hahira, in the terri- 
tory served by the Georgia Power & Light 
Company, filed the injunction, and city officials 
were served with an order from Judge Thom- 
as on June 4th to stay all proceedings. 

Judge Thomas set the petition for a hearing 
on the first Saturday following the expira- 
tion of thirty days after the filing of answers 
by the defendants. 


Kentucky 


Value of REA Lines Set 


HE state tax commission recently ordered 
that property of Kentucky’s 26 rural elec- 
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tric codperative associations be valued at the 
rate of $130 per mile of standard power line 
for state and local taxation. 

The rate for computing the co-ops’ property 
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assessments was set by the commission under 
terms of a court of appeals decision which 
held that the cooperatives must pay taxes. 
The court on March 26th invalidated a Ken- 
tucky statute section which exempted the co- 
éperatives from paying ad valorem property 
and franchise taxes. The statute, passed by 


the 1937 state legislature, allowed the co-ops 
to pay $10 annual fees in lieu of the taxes. 
The petition for a rehearing filed by the co- 
Operatives was pending before the appellate 
court. The rate fixed last month would become 
effective if the court affirms its earlier de- 
cision by refusing to reconsider the case. 


Maryland 


Traction Strike Ends 


oro employees of the Baltimore Transit 
Company returned to work on June 7th, 
ending a work stoppage which began May 
2th. A. H. Keeler, international representa- 
tive of the American Federation of Labor, 


said most of the 1,100 men had gone back to 
work. Thus ended the strike which was begun 
to force the transit company to comply with 
directives of the National Labor Relations 
Board and the War Labor Board to reinstate 
discharged employees and to cease recognition 
of an independent union. 


Missouri 


Rate Base Fixed 


HE valuation of property of the St. Louis 
County Gas Company, used in public serv- 
ice, was fixed by the state public service com- 
mission on June Ist at $9,000,000 for rate-mak- 
ing purposes, but the commission ruled pres- 
ent earnings of the company did not justify any 
change in rates. 
The commission fixed the fair rate of re- 


turn at 63 per cent on the rate base, determined 
for the property as it existed on December 31, 
1940, and found “the actual earnings of the 
company are so nearly in conformity with the 
allowable earnings as to make a rate modifi- 
cation unfeasible.” 

This was the first official determination of a 
rate-making base for the company since the 
creation of the commission in 1913. The valu- 
ation proceeding was initiated October, 1938. 


Montana 


Governor Protests Plan 


fp issue of states’ rights was recently 
raised against the Federal government’s 
proposed raising of the level of Flathead lake 
to produce more power. Governor Sam C, 
Ford told a public hearing on the plan early 
this month that if the lake level were raised 
17 feet as proposed, it would inundate several 
towns and many farms. The greater water 
storage would be used for the Bonneville and 
Grand Coulee power developments on the 
Columbia river. 

Ata hearing in Helena on June Ist Brigadier 
General Warren T. Hannum declared the Flat- 
head proposal was “the only solution to the 
problem of supplying power needed by the end 
of 1944 for war production in the Northwest.” 
_ Claiming state sovereignty over the waters 
in the Flathead river drainage area, Governor 
Ford declared that the government’s plan 
“would result in the loss of millions of dollars 
to our citizens,” and added that “the whole 
economic structure of western Montana could 
be disrupted by the program.” 

Federal agencies have proposed to increase 


the Flathead lake storage to 3,000,000 acre 
feet of water. Montana’s governor insisted, 
however, that state officials have been informed 
the level eventually will have to be raised 
again, to provide for a 6,000,000-acre foot stor- 
age. The plan calls for raising the height of 
the Kerr dam from 2,393 feet above sea level 
to 2,910 feet, and would require an expendi- 
ture of $20,000,000. 

The governor reaffirmed Montana’s loyalty 
to the war effort, but said, “We believe that 
ample water or electric power may be provided 

. without destroying such a vast and im- 
portant part of the state’s resources.” 

He said the enlarged lake would inundate 
more than 55,000 acres of the richest agricul- 
tural land in the state, destroy large lumber 
mills, towns, and the homes of hundreds of 
families. 

Idaho threw its support behind Montana 
in the protest, when James Spofford of Boise, 
reclamation engineer representing Governor 
A. C. Bottelfsef, assailed the “permanent 
destruction of existing properties and im- 
provements by flooding.” He said that Idaho 
has a vital interest in the water resources of 
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the Clarks Fork river, into which the Flat- 
head empties, and attacked the seaicae™ 


program as it would affect irrigation, power, 
and flood control. 


Nikos 


Traction Plaint Dismissed 


An order was entered by the state railway 
commission last month dismissing the 
complaint filed by former Commissioner Good 
against the Lincoln Traction Company alleg- 
ing that its present fare of 10 cents or three 
tokens for 25 cents was too high. The order 
was based on insufficiency of the evidence 
presented by Good. The company had in- 
troduced none. 

At the close of Good’s testimony the com- 
pany moved for dismissal on the ground that 
the complainant had failed to sustain the bur- 
den of proof that the law places upon a 
complainant and had failed to produce any 
evidence upon which a rate could be fixed. 

The commission order, signed by all three 
members, said that in a matter involving a 
change in rates it is elementary that it cannot 
arbitrarily prescribe a rate. The existing 
fares were previously fixed by the commission 
and by law are presumed to be just and rea- 
sonable until found otherwise by a court 
or changed by the commission. 


Commission Bill Signed 


Byer Dwight Griswold on May 26th 
signed LB 204, Omaha Power Commis- 
sion bill, which was introduced by Senator 
Cullingham. 

The measure was passed by the pray: ale 
ture on May 24th by a vote of 25 to 1 

In discussing the bill, the cama indi- 
cated he was not exactly pleased with it. He 
stated that it was “better than no bill at all. 
I feel, however, that the public is amply pro- 
tected from paying an exorbitant price for the 
property of the Nebraska Power Company 
and from paying exorbitant rates.” 

The governor said he favored the commis- 
sion form of control over the utility if it should 
become the property of Omaha. 

Senator Cullingham said the bill would en- 
able the people living in Omaha and the five 
surrounding counties to own their own electric 
system and to obtain the plant at a lower price 
than Consumers Public Power District has 
been paying for plants it has purchased. 

He said the plant would no doubt be ac- 
quired via the condemnation route and that 
would accomplish acquisition “at as low a price 
as possible. That will mean that the people 
living within the area have the lowest rates 
in the state. Upon acquisition an immediate 
rate reduction of 15 to 20 per cent should be 
possible and when the plant is paid for a re- 
duction of at least 50 per cent can be ex- 
pected.” 
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Properties of Nebraska ep generally 
estimated to be worth over $40,000,000, must 
be disposed of under the death sentence of 
the Holding Company Act by the middle of Au. 
gust, which is before the law goes into ef- 
ect. 

Another of the major power bills passed at 
the recent session of the legislature was 
signed by Governor Griswold on May 27th, 
The bill, LB 286, introduced by Senator 
Greenamyre, provides for audits of all pub- 
lic power districts and removed salary limi- 
tations that were in senate file 210, the bill 
under which Consumers Public Power Dis- 
trict was organized and operates. 

The measure provides that power districts 
may pay salaries to officers and employees in 
excess of $10,000 a year but those in excess 
of that amount must be published each year. 
It authorizes payment of $100 a month, travel 
expenses to members of the board of direc- 
tors, except the president, who receives $150 
a month. 

Another power bill, LB 72, by Senator Gar- 
ber, also came back with the governor’s ap- 
proval. The measure provides that no sale, 
lease, or transfer of any electric light or 
power plant can be made by any city or power 
district to any private person or corporation 
unless approved by 60 per cent of the voters. 


Districts Report Deficit 


HE Southern Nebraska Public Power Dis- 
trict of Grand Island had a deficit of $343 
for 1942, according to an audit filed last month 
with Governor Dwight Griswold. The district, 
which has a debt of $1,027,844, showed that $9,- 
549 of this was accounted for because of ac- 


crued deferred interest. Operating revenues 
for 1942 were $86,108 and operating expenses 
were $34,536, $26,436 of which was for depre- 
ciation. 

The report on the York County District 
showed that it has 211 miles of transmission 
line and serves 317 consumers. Average kilo- 
watt consumption per customer in December, 
1941, was 74 kilowatt hours and this increased 
to 85 kilowatt hours per month per customer in 
December, 1942. Operating revenues were $20,- 
645 and operating expenses were $14,044. Gross 
income was $6,601 but after deducting depre- 
ciation and interest of $9,063 the district hada 
he loss of $2,462. The district’s debt is $173, § 

The Howard County Rural Public Power 
District of St. Paul showed a deficit on its 
1942 operations according to an audit filed 
with the governor. The loss, $6,091, is some- 
what less than the 1941 deficit. The district had 
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operating revenues of $38,922 and operating ex- 
penses, including depreciation, of $34,316, leav- 
ing a net operating income of $4,605. 

A better showing was made by the Roosevelt 
District of Mitchell which had net income of 


$7,212 and was able to increase its debt reserve 


y 
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from $5,391 at the end of 1941 to $12,037 at the 
close of 1942. 

A loss of $1,561 was reported by the Polk 
County District, Stromburg. 

The Northeast Nebraska District of Emer- 
son had a net loss for the year of $3,157. 


New Jersey 


Commissioner Confirmed 


7. nomination of John E. Boswell to the 
state board of public utility commission- 
ers was recently confirmed by the senate of 


» 


that state. Mr. Boswell took the oath of office 
on May 17th. 

He succeeded Commissioner Thomas L. 
Hanson, who retired from the commission 
after twelve years of service. 


New York 


Rural Users Benefit 


EVISION of monthly charges for electricity 
ce line extensions of the New York State 
Electric & Gas Corporation, ordered last 
month by the state public service commission, 
will effect a substantial reduction in costs to 
consumers, particularly in rural areas, accord- 
ing to the commission. The new rates were 
scheduled to go into operation as of June 14th. 

The new rates cut monthly minimum charges 
for the line extensions in excess of 440 feet 
for any one consumer. For distances of 440 
feet or less the old charge of $2 a month was 
unchanged. Up to 660 feet the new charge 
will be $2 monthly against the old price range 
of $2.25 to $3 monthly. 

New York State Electric serves electric 
consumers in more than forty counties, in- 
cluding several large upstate cities. 


Tenants Get Rent Credit 


B pee in William Lyman, of the Bronx Mu- 
nicipal Court, ruled early this month that 
saving effected by landlords through the en- 
forced discontinuance of bus service for their 
tenants to transit lines because of the gasoline 
stringency should be credited to the tenants and 
be deducted from their rents. 

The ruling, if permitted to remain, will af- 
fect scores of apartment houses throughout 
the city which are some distance from trans- 
portation facilities and whose owners have of- 
fered bus service as an incentive to occupancy. 
The landlord in this case, however, has an- 
nounced his intention of appealing the decision. 

Justice Lyman ruled that the cost of the bus 
service had undoubtedly been included in the 
tents apportioned among the apartments and 
that the tenants should get the benefit of its 
discontinuance. He ordered cuts of $3 on 
the 2- and 3-room apartments and $3 on the 
4- and 5-room apartments. 


849 


Bus Strike Ends 


gt bus drivers on May 25th agreed 
to return to work immediately, pending ar- 
bitration of their dispute with officials of the 
New York State Railways, Inc., Utica, over 
discharge of three fellow workers. 

Both sides agreed to a proposal of Mayor 
Vincent R. Corrou calling for reinstatement 
of two of the employees until action is taken 
toward settlement of the differences over their 
dismissal. The company said one of the three 
men previously had been reinstated. 

The walkout that began early in the morn- 
ing of May 25th, and threatened to paralyze 
transportation in this industrial city, had 
elicited the aid of the Army, city officials, car- 
sharing motorists, and the striking drivers 
themselves in attempts to keep war production 
rolling. 


Rate Cut Ordered 


HE New York State Public Service Com- 

mission last month announced that it had 
ordered a temporary rate reduction of 8 per 
cent on all bills for electric service by the Staten 
Island Edison Corporation. The total savings 
to consumers under the order, the commission 
said, would amount to $230,000 a year. 

The temporary rates are to remain in effect 
pending conclusion of a proceeding now in 
progress before the commission for the deter- 
mination of the original cost of the com- 
pany’s properties. 

This is the second reduction for the com- 
pany in the last twelve months. In June of 
last year, the commission secured a reduc- 
tion in its rates of $100,000. 


Staff Gets Increase 


HE regional War Labo. Board last month 
approved an average wage increase of 6 
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cents an hour for 23,000 employees of the Con- 
solidated Edison Company, retroactive to Janu- 
ary 1, 1943. The increase was agreed upon on 
April 22nd by the company and the Brother- 
hood of Consolidated Edison employees before 


a 7-man review board headed by Aaron Hor- 
vitz. The regional board substantiated the re- 
view board in its opinion that the proposed in- 
crease comes within the Little Steel wage 
formula. 


ea 
Ohio 


Plea Tests Tax Laws 


AY application of the Cleveland municipal 
transit system for exemption of its prop- 
erty from taxation, now pending before the 
state board of tax appeals, may open the way to 
test the constitutionality of existing laws mak- 
ing public property nontaxable. 

The case was reported being closely 
watched by utility representatives who see 
in it the possibility that all municipally owned 
utilities may become subject to taxation, ex- 


cept that part of their property which is used 
exclusively for public purposes. 

The Cleveland Transit System recently filed 
a formal application asking that real estate 
in Cuyahoga county valued at $33,775,930 be 
exempted from taxation. At a previous con- 
ference between CTS officials and members 
of the board of tax appeals, it was agreed that 
before a date for a hearing was set the appli- 
cation would be amended to include the sys- 
tem’s personal property, such as rolling stock 7 
and other equipment. ; 


sd 
Oklahoma 


Power Output Boosted 


A NEw 20,000-kilowatt turbo-generator that 
will increase capacity of the Oklahoma 
Gas & Electric Company’s Belle Isle plant by 
two-thirds is being installed and will be put in 
service September Ist, George A. Davis, com- 
pany president, announced recently. 

The new generator, which will boost the 
plant’s capacity to 50,000 kilowatts, alone can 
generate enough power for a city the size of 
Oklahoma City. The expanded capacity will 


make the plant in Oklahoma City second only ¥ 


to the Harrah plant in capacity. The gener- 
ator’s cost is in excess of $1,000,000. 3 

Davis said the generator retained high prior- | 
ity rating throughout its manufacture because 
of government recognition of the vital need of 
electric service to Army camps and war indus- 
tries in Oklahoma and Arkansas. 

The power manufactured by the new gen- 
erator can be used in any of the 206 state cities 
and 20 Arkansas cities in which the company 
operates. 


Pennsylvania 


Water Hearing Stopped 


CLAMP went down on further unrestricted 

purchases of water companies by munic- 
ipal authorities on May 27th as Governor Ed- 
ward Martin signed the Becker-Dent bill, 
which makes mandatory the state public utility 
commission’s approval of such deals. 

The measure was passed in time to govern 
proposed purchase of the Pennsylvania Water 
Company by the borough of Wilkinsburg, 
and purchase of the Suburban Water Com- 
pany by the borough of Oakmont. Both deals 
have been protested bitterly by neighboring 
municipalities. 

However, it did not affect purchases pre- 
viously consummated, including the highly 
publicized transaction whereby the Westmore- 
land County Authority bought the Citizens 
Water Company of Scottdale, purchase of the 
Kensington Water Company by New Ken- 
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sington’s municipal authority, a similar acqui- 
sition of the Beaver Valley Water Company 
by the Beaver County Authority earlier, or the 
latest deals at Latrobe, Hazleton, and Johns- 
town. 

The act resulted from an investigation by a 
special senate committee into activities of the 
Westmoreland County Authority. 


PUC Accepts Compromise 


HE state public utility commission on 

June 5th accepted a compromise agreement 
whereby Edison Light & Power Company, 
York, will pay a final $30,000 in refunds to 
consumers. 

The commission, which at the same time re- 
moved restrictions freezing dividend payments 
since May 23, 1939, said that as a result of 
the commission’s rate case instituted in 1937, 
Edison consumers had received $625,000 in 
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refunds and paid the lowest electric rates in 
Pennsylvania. 


Rules on Messenger 


HE state public utility commission recently 
decided that a messenger who transports 
supplies on foot is not a “public utility” and is 
not subject to commission laws. 
In the first case of its kind, the commission 


dismissed for lack of jurisdiction the appli- 
cation of George R. McCord, of Philadelphia, 
to transport opticians’ supplies as a common 
carrier in the Quaker city. 

Commission law defines a “public utility” as 
those “persons or corporations now or here- 
after owning or operating in this common- 
wealth equipment, or facilities for transport- 
ing passengers or property as a common car- 
rier.’ 


Tennessee 


TVA Files Suit 


HE Tennessee Valley Authority on June 

2nd filed suit in the United States District 
Court against the city of Lenoir City and its 
officials and against representative holders of 
the city of Lenoir City refunding bonds, Series 
1941, for a judgment declaring that the action 
of the city in attempting to pledge its electric 
revenues to the payment of principal and in- 
terest on the bonds and to obligate itself to 
charge rates sufficiently high to meet these pay- 


ments is a violation of the city’s power con- 
tract with the authority, and is unconstitu- 
tional and void under the obligation-of-con- 
tracts clause of the Federal Constitution. 

“Lenoir City buys current from the TVA 
and thinks the money collected should be used 
for any legal dispositions for city purposes 
as it sees fit,” Judge S. P. Daniel, attorney for 
the city, said recently. 

The city claims that the TVA contract is 
unfair in undertaking to prevent the using of 
electric revenues for payment of indebtedness. 


Virginia 


NLRB Orders Elections 


HE National Labor Relations Board on 
May 27th ordered two elections among em- 
ployees of the Virginia Electric & Power Com- 
pany, one for manual employees in the elec- 
tric, gas, and general departments, and an- 
other for all office and clerical workers in a 
designated bargaining unit. 
The elections were to be held throughout the 
system within thirty days. Some 900 manual 
employees would be eligible to vote in the 


first election, and approximately 500 clerical 
workers would be eligible for balloting in the 
second election as members of a separate unit. 

The board’s order came as a result of a 
hearing in Norfolk April 22nd to 24th be- 
fore Trial Examiner Earle K. Shawe. At that 
hearing, the International Brotherhood of 
Electrical Workers (AFL) and the independ- 
ent Utility Workers’ Union sought certifica- 
tion from the NLRB as bargaining agents for 
employees in several departments of the power 
company. 


Wisconsin 


City Awarded Bus Stock 


ADISON’S claim for $29,961.87 worth of 

Madison Bus Company stock in pay- 
ment for the cost of rail removal and repav- 
ing on eight streets in 1941 was granted last 
month by Federal Judge Patrick T. Stone. 

In approving a reorganization plan of the 
Madison Railways Company in 1936, under 
which the firm became the Madison Bus Com- 
pany, Stone held that the city had an “unliqui- 
dated” claim for future cost of rail removals 
for which it could be paid in company stock. 


Contesting the city’s application for repay- 
ment of the 1941 rail removal cost, the com- 
pany contended that $10,084 of the $37,305 ex- 
penses was contributed by Dane county and 
hence did not represent an expense to the city. 

Judge Stone’s findings held that the county 
aid was “a subsidy or outright grant” and ‘ ‘free 
and clear of any conditions or limitations.” 
The court found that $29,961.87 represented a 
reasonable net cost to the city after its de- 
duction of the steel rails. 

The order granted the city 299 shares of 
company stock. 


¥ 
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The Latest 
Utility Rulings 


Reclassification of Schools As Business 
Subscribers Not a Rate Increase 


-. Wisconsin Telephone Company 
was granted authority by the Wis- 
consin commission to eliminate a spe- 
cial classification filed for public and 
parochial grade and high schools and to 
apply the business service classification. 
Treatment of schools as residence sub- 
scribers was held to be discriminatory. 
The OPA took the position that the 
granting of the request for reclassifica- 
tion would constitute a general rate in- 
crease and that an order granting the ap- 
plication could not be made effective 
since the notice required by the Price 
Control Act had not been served upon 
the OPA. Because of the commission’s 
findings it was said to be unnecessary to 
consider the merits of these issues. The 
application had been filed on March 5, 
1942, seven months prior to the passage 
of the Second Price Control Act on 
October 2nd. When the OPA appeared 
in November, 1942, an adjournment was 
taken at its request, and the parties were 
afforded ample time and opportunity to 
do whatever was necessary to comply 
with the act. The commission said: 

In view of its special appearances it cannot 
be said that the Office of Price Administra- 
tion has not had actual notice of the change 
in classification of service which the appli- 
cant seeks to apply. We therefore proceed 


to consideration of the application on its 
merits. 


Two broad factors, said the commis- 
sion, are given consideration in deter- 
mining whether service rendered is 
analogous to business or residence serv- 
ice: (1) the volume of use and (2) the 
character of the use. The use of service 
in schools, said the commission, logically 
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falls in three general categories: admin- 
istrative, academic, and extracurricular. 
All are directly related and similar to 
business usage in one form or other. The 
commission continued : 


It is clearly evident that the Milwaukee 
school system is a substantial enterprise and 
that like any business comparable in size, 
telephone service is essential to carry out ef- 
fectively the many administrative and cleri- 
cal duties commonly associated with the 
<eene of undertakings of such magni- 
Suge... < 

Obviously, the telephone services in ques- 
tion are not located in residences so that, on 
the basis of the location of the subscribers’ 
instruments, the schools would not qualify 
for residential service. The evidence as to 
volume, character, and location of use does 
not support the proposition that telephone 
service rendered schools should be furnished 
under a special rate classification. 


It was estimated that if business rates 
were applied to all schools, the annual 
revenues would be increased from a mini- 
mum of $4,454 to a maximum of $7,600 
per year. Additional revenue increases 
approximating $3,000 a year would like- 
wise result from the reclassification of 
institutions presently improperly classi- 
fied. The commission concluded: 

The total probable revenue increase is a 
very small percentage of the aggregate reve- 
nue in the Milwaukee exchange (approxi- 
mately one-tenth of one per cent) and will 
not result in any appreciable change in the 
earnings at that exchange. Any increase in 
revenue due to a change in classification is 
merely incidental to the purpose of this hear- 
ing; therefore, this matter is not considered 
by us as an application for an increase in 
rates. 


Re Wisconsin Telephone Co. (2-U- 
1816). 
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Income Taxes Involved in Sliding-scale 
Rate Arrangement 


72 public utilities commission of 
the District of Columbia has or- 
dered a reduction in electric rates pur- 
suant to the requirements of the sliding- 
scale arrangement which has been in ef- 
fect since 1925. The commission was of 
the opinion that abrogation or modifica- 
tion of the arrangement, through which 
rate reductions have been made regular- 
ly, should be done only after an appro- 
priate investigation and the affording of 
due process to all parties interested. 

It was noted that when the sliding- 
scale arrangement was adopted the com- 
pany’s rates were inordinately high as 
compared with the average rates 
throughout the nation but that because 
of annual reductions they had dropped 
below the national average of rates dur- 
ing the year 1929 and had been consist- 
ently lower ever since. They were shown 
to be in line with the TVA “yardstick” 
rates (in some cases lower).° 

The opinion of the majority, as well 
as a dissenting opinion by Commissioner 
Hankin, dealt at length with various ex- 
hibits relating to rate of return earned, 
various treatments of Federal income 
taxes, retirements of property, and other 
matters. 

Donations were required to be exclud- 
ed from operating expense, and dues of 
employees in various service clubs were 
also excluded. Commenting on Federal 
income taxes, the commission said: 


ing purposes. Various theories have been 
advanced with respect to the allowance for 
income taxes in determining rates for util- 
ity service during the period of national 
emergency. 

As far as we have been able to determine, 
no regulatory agency has disallowed any 
portion of Federal income taxes or excess 
profits taxes in cases where either rate in- 
creases or decreases are involved, except 
in the decision of this commission in the 
Washington Gas Light Company Case, 
where a rate increase was involved. ... 

Stated simply, the disallowance of any 
portion of income or excess profits taxes 
paid by a company has the effect of reduc- 
ing the rate of return earned. Thus it be- 
comes necessary to give consideration to the 
extent of such effect. The evidence in this 
case shows that if all income and excess 
profits taxes were allowed, the rate earned 
by PEPCO during the year 1942 would 
be slightly less than the basic rate of 6 per 
cent. Under the sliding-scale arrangement, 
the rates now in effect would not be changed 
until the rate of return falls below 54 per 
cent for a 12-month period. The exclusion 
of excess profits taxes and Federal income 
taxes in excess of 31 per cent of total tax- 
able income is equivalent to allowing a 
rate of return of slightly more than 54 
per cent. The commission recognizes the 
nation-wide emergency, and particularly does 
it recognize its duty to see that the cost of ~ 
living of consumers within its jurisdiction 
be stabilized and, wherever possible, re- 
duced. We therefore find that in this in- 
stance the allowance of Federal income 
taxes at the rate of only 31 per cent of tax- 
able income for rate-making purposes is 
fair and reasonable and in line with the na- 
tional policy of stabilization of the cost of 
living. 


Re Potomac Electric Power Co. (Order 


It has been clearly established by the 
courts that Federal income taxes are de- No. 2564, PUC No. 3340, Formal 
Case No. 326). 


ductible as operating expenses for rate-mak- 


e 


Higher Rates Disapproved When Tending 
To Increase Cost of Living 
in rates, it was found, was to increase the 


cost of living during present war condi- 
tions. The department stated: 


PROPOSAL to increase rates for gas 

was disapproved by the Massachu- 
setts Department of Public Utilities not- 
withstanding the fact that the depart- 
ment recognized that stockholders had 
endured a long period without dividends. than any new principles laid down by the 
The tendency of the proposed changes Federal government, it nevertheless desires 
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While this department is bound by estab- 
lished principles of utility regulation rather 
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to codperate in the prosecution of the war 
and not to increase the cost of any commodi- 
ty or service unless failure to do so would 
involve undue hardship upon the utility con- 
cerned. The prospect that this utility may 
suffer hardship as the result of increase in 
the cost of gas due to increased fuel costs is 
largely eliminated by fuel clauses now con- 
tained in its existing rate schedules. During 
the past two years this company has carried 
increasing amounts to surplus. The prospect 
is that its earnings will continue to improve 
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Cooperative Not Required to Pay for 
Eliminating Inductive Interference 


COMPLAINT by a telephone company 
A against inductive interference 
caused by transmission lines of a rural 
electric cooperative was dismissed by the 
Iowa commission on the ground that the 
cooperative is not required to bear any 
portion of the costs of changing ground 
return telephone circuits to metallic tele- 
phone circuits so as to avoid interference. 
The telephone lines had been built about 
thirty-five years ago and at various times 
since had been repaired or rebuilt. The 
transmission lines were erected in 1941 
under franchise rights granted by the 
commission. 

The lines of the telephone company 
and the codperative are separated by the 
width of the highway. The complaint was 
based upon the claim that operation of 
the power circuits caused inductive 
interference in the ground return tele- 
phone circuits, which caused noise in 
the telephone receiver, resulting in the 
telephone circuits being noncommercial 
for telephone use. 

It was the contention of the telephone 
company that because its lines were first 
built the cooperative was required to pay 


7 


during the war. Because of the foregoing, it 
is our feeling that the company, during the 
existence of this improving situation and in 
time of war, should not increase its existing 
rates, 

Should the net revenue of the com- 
pany show a tendency materially to decrease 
instead of to increase, doubtless the filing 
of new schedules of rates might be in order. 


Re Dedham & Hyde Park Gas & Elec- 
tric Co. (DPU 6895). 


the cost of materials for changing the 
ground return telephone circuits into 
metallic circuits. The cooperative con- 
tended that it was not required to bear 
any portion of the expense of convert- 
ing the ground return circuits into a 
modern system by the use of metallic 
circuits. 

In recent years, said the commission, 
this question had been before the supreme 
courts in several states but not in Iowa. 
The decisions of all of these courts, it 
was pointed out, have uniformly held 
that the electric company is not liable for 
this expense. This conclusion is based 
on the assumption that the transmission 
lines were built according to approved 
specifications and were operating with- 
out serious faults existing in the trans- 
mission circuits. The commission in this 
case found that the transmission lines of 
the codperative had been built according 
to approved specifications and there had 
been no negligence either in construction 
or operation of the transmission lines. 
Wright and Franklin County Telephone 
Co. v. Franklin Rural Electric Codper- 
ative (Docket No. E-5259). 


Notice Not Required When Service Denied 
For Misappropriation of Current 


JUDGMENT in favor of an electric 
customer for statutory penalties 
based on discontinuance of service with- 
out notice was reversed by the appellate 
division of the New York Supreme 
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Court, which held that the controlling 
statute does not require notice where the 
consumer has misappropriated current 
either by tampering with the meter or by 
other means. 
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Section 15 of the Transportation Cor- 
porations Law formerly provided that 
the supply of gas or electric light shall 
not be discontinued for any cause until 
and after a 5-day written notice. Under 
that statute the case of Fisher v. Long 
Island Lighting Co. (1939) 280 NY 63, 
28 PUR(NS) 250, 19 NE(2d) 682, was 
decided, where it was held that the words 
“for any cause” must be construed to in- 
dude a tampering with the meter and 
that current might not, even under those 
circumstances, be discontinued without 
written notice. In 1937 the legislature 
amended these provisions by striking out 
the words “for any cause” and substitut- 
ing “for nonpayment of bills rendered 
for service.” The appellate division in 
the instant case said : 


We think that in thus amending § 15 the 
legislature must have intended to require 
written notice only in cases where service 
was discontinued on account of the failure 
to pay for current lawfully purchased by 
the consumer rather than for current mis- 
appropriated by him. Current thus misap- 
propriated cannot fairly be characterized as 
“service” for which a “bill” wotild be “ren- 
dered.” Unless the utility saw fit to waive 


the tort, the larceny of such current would 

entitle it to assert a claim for damages rather 

than a claim based upon the consumer’s con- 
tractual obligation to pay for “service.” 

Since the requirement of notice exists only 

in cases where the current is discontinued 

“for nonpayment of bills rendered for serv- 

ice” we do not consider that notice was neces- 

sary in the present case. 

'The court below had taken the view 
that service had been discontinued for 
nonpayment, since current was not dis- 
continued until April 24, 1941, although 
the company had discovered on March 
5th that there had been tampering with 
the meter. In the meantime a bill had 
been sent to the customer based on esti- 
mated illegal consumption. The appellate 
court believed that the delay was neces- 
sary to ascertain the amount of current 
consumed under ordinary conditions of 
use so that a calculation could be made of 
the amount of current misappropriated, 
and the desire to assert a legal claim for 
such current was not inconsistent with 
an intention to discontinue service “on 
account of tampering with its meter.” 
Morris v. Consolidated Edison Co. of 
New York, Inc. 40 NY Supp(2d) 825. 
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District Commission Rules on Charges for Telephone Service in 
Hotels, Apartment Houses, and Clubs 


'y an investigation of special telephone 
charges of hotels, apartment houses, 
and clubs, the District of Columbia com- 
mission made tentative findings and con- 
clusions based upon findings of fact re- 
lating to the operations of the American 
Telephone and Telegraph Company and 
the Chesapeake & Potomac Telephone 
Company. 

Hotels, apartment houses, and clubs, 
the commission concluded, are engaged 
in the business of rendering telephone 
service in the District which they are not 
authorized to do except in conjunction 
with or as agents of the telephone com- 
pany. The relationship between the tele- 
phone company and the hotels, apart- 
ment houses, and clubs is that of agency. 
The telephone company in rendering 
stich service, the commission held, 
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charges rates for local calls which are in 
excess of, and are contrary to, those in- 
cluded in filed tariffs. 

The telephone company, the commis- 
sion further found, charges rates for ex- 
tension stations which are in excess of, 
and are contrary to, those included in the 
tariffs. Moreover, rates charged through 
hotels, apartment houses, and clubs high- 
er than those charged for the same serv- 
ice rendered to persons in the District at 
other places or for local calls made at 
public or semipublic telephone stations 
at the same hotels, apartment houses, and 
clubs were held to discriminate against 
persons to whom service is rendered 
through hotels, apartment houses, or 
clubs. 

The company, the commission held, 
should be ordered to cease and desist 
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from making any charges, whether 
directly or through any agent or agency, 
whether for local calls or for telephone 
equipment, which are not in accord with 
the tariffs on file with the commission. 
Telephone communication between 
stations within the District and stations 
in Maryland and Virginia in the Wash- 
ington metropolitan exchange area, the 
commission held, is telephone ex- 
change service within the meaning of § 
3(r) of the Communications Act, and 
regulation thereof is exempt from the 
jurisdiction of the Federal Communica- 
tions Commission under the provisions 
of § 221(b) of that act. Telephone com- 
munications from subscribers in the Dis- 
trict to subscribers in the suburban ex- 
change area, it was further held, con- 
stitutes exchange service within the 


meaning of the Communications Act, 
and charges therefor are subject to the 
jurisdiction of the District commission, 
Service between stations in the Dis- 
trict and stations to which toll charges 
apply was held to constitute “telephone § 
toll service” within the meaning of § 
3(s) of the Communications Act, § 
Charges for such service are made for 
established communications, and no 
charge is made for communications 
which are not established or for any step 
in the process of establishing communi- 
cation. No part of such charges is there- 
fore within the regulatory jurisdiction of @ 
the District commission. Re American] 
Teleph. & Teleg. Co. and Chesapeake & 
Potomac Teleph. Co. (PUC No. 
1812/33, Formal Case No. 311, Order® 
No. 2574). 
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Other Important Rulings 


DECLARATION filed by Common- 

wealth & Southern Corporation re- 
garding a reduction of stated capital be- 
hind preferred stock in order to facilitate 
the payment of dividends was not per- 
mitted to become effective. The Securi- 
ties and Exchange Commission found 
that the proposal would be detrimental to 
the interest of investors. The commission 
said it was against the public interest that 
this stock should be “tinkered with” 
while the commission’s order requiring 
recapitalization on a one stock basis was 
outstanding. Re Commonwealth & 
Southern Corp. (File No. 70-632, Re- 
lease No. 4223). 


The retention of transmission lines 
and facilities belonging to a wholly 
owned subsidiary by a parent company 
whose principal business was the trans- 
mission and wholesale distribution of 
natural gas was held by the Securities 
and Exchange Commission to be per- 
missible under § 11(b) (1) of the Hold- 
ing Company Act if the parent was de- 
pendent upon such lines and facilities 


and they constituted an integral part of : 
its assets. Re North American Co.@ 
et al. (File No. 59-10, Release No. 4235). § 


A motorist who had a contract for car- § 
rying mail and had only a taxicab cer- 
tificate, driver’s license, and truck certifi- § 
cate was enjoined from carrying passen- § 
gers daily between points along a route 
served by a licensed carrier and charging 
a weekly fee ostensibly for carrying the 
passengers’ luggage, although pay was 
never demanded for such carriage and 
the fees were paid voluntarily. Black et | 
ai. v. Palmer, 168 SW (2d) 752. 


An order of the Nebraska commission 
denying authority to discontinue agency 
service and to substitute caretaker serv- 
ice was reversed where the railroad was 
in the process of reorganization under 
§ 77 of the Bankruptcy Act and therefore 
under obligation to the public generally 
to effect all reasonable economies so long 
as reasonably adequate and satisfactory 
service was still rendered to the public. 
Re Thomson, 8 NW (2d) 552. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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JERSEY CENTRAL POWER & L. CO. v. FEDERAL POWER COM. 
UNITED STATES SUPREME COURT 


Jersey Central Power & Light Company 


et al. 


Vv. 
Federal Power Commission 


[Nos. 299, 329.] 
(— US —, 87 L ed —, 63 S Ct 953.) 


Interstate commerce, § 22 — Evidence of electric transmission. 
1. The evidence furnishes substantial basis for a conclusion of the Federal 
Power Commission that facilities of an electric utility company are utilized 
for the transmission of electric energy across state lines when it is shown 
that there are moments when all the energy flowing into the bus bar of a 
connecting company came from this utility and at the same moments 
energy flowed to a substation in an adjoining state, there being no pools of 
energy from which the flow to the other state could have been drawn, p. 133. 


Interstate commerce, § 22 — What constitutes — Electric transmission — Place 
of sale. 
2. No distinction is apparent between a sale of electric energy at or before 
reaching the state line, with respect to the question whether a short trans- 
mission and sale of electricity by a generating company wholly within one 
state is an intrastate or interstate transaction, p. 134. 


Interstate commerce, § 34 — Powers of Congress — Electric transmission. 
3. Power rests in Congress to regulate a flow of energy from a generating 
company through the lines of a connecting con.,any and across the state 
line; such a flow affects commerce, p. 134. 


Interstate commerce, § 34.1 — Scope of Federal Power Act. 
4. The definition in § 201(c) of the Federal Power Act, 16 USCA § 824 
(c), which defines electric energy in interstate commerce as that transmitted 
from a state and consumed at any point outside thereof, is not so limited 
as to apply only to energy at the instant it crosses the state line, only to the 
facilities which cross the line, and only to the company which owns the 
facilities which cross the line, p. 134. 


Public utilities, § 73 — Status under Federal Power Act. 


5. An electric utility company is a public utility within the meaning of sub- 
section (e) of § 201 of the Federal Power Act, 16 USCA § 824(e), when 
it owns and operates a transmission line which, under the interpretation 
of interstate commerce, is a facility under Commission jurisdiction by the 
terms of subsection (b), p. 134. 

Electricity, § 2.1 — Jurisdiction of Federal Power Commission — Interstate elec- 

tric transmission. 

6. A transmission line of an electric company carrying energy to a point 
of connection with another company which transmits the current across 
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the state line for sale at wholesale is a facility under the jurisdiction of the on 
Federal Power Commission by the terms of subsection (b) of § 201 of 
the Federal Power Act, 16 USCA § 824(b), p. 134. of 


Consolidation, merger, and sale, § 4.4 — Jurisdiction of Federal Commission —@ cay 
Stock transfer — Company transmitting interstate electricity — State 
regulation. I 

7. The Federal Power Commission has jurisdiction, under § 203 of the MM ion 
Federal Power Act, 16 USCA § 824(b), to regulate a transaction whereby @ pris 
a public utility subject to its jurisdiction purchases from others than the f 
issuer securities of a company found to be a “public utility” within the ' 
meaning of § 201 of the act, 16 USCA § 824, although the purchase could eral 
be and the transfer is regulated by the state in which the issuing company jj Pul 
carries on an intrastate electric business, p. 137. 193 
einen in” 
Interstate commerce, § 34.1 — Purpose of Federal Power Act. whi 
Statement in Supreme Court decision that the primary purpose of Title II, tion 
Part II, of the 1935 amendments to the Federal Power Act, was to give MM mis. 
a Federal agency power to regulate the sale of electric energy across state stat 
lines, which regulation had been denied to the states, p. 134. mn 


Security issues, § 15 — Jurisdiction of Federal Power Commission. ie 
Statement in Supreme Court decision that, although only the facilities of a Fed. 
public utility used in the transmission or sale at wholesale of electric energy 
in interstate commerce or the rates and charges for such energy are sub- ‘ 
jected by Parts II and III of the Federal Power Act to regulation by the jj °! s 
Federal Power Commission, that Commission has general power over the fi subj 
issue of all securities or assumption of all obligations by such a public auth 
utility, this generality of control being limited by an exception in the case I 
of utilities organized and operating in a state where its security issues are 
regulated by a state Commission, p. 137. 

Interstate commerce, § 34.1 — Scope of Federal Power Act — Exemption based 

on state regulation. 
Statement that the limitation, in § 201(a) of the Federal Power Act, 16 
USCA § 824(a) of Federal regulation to those matters which are not sub- from 
ject to regulation by the states is directed at generation, transmission, andj secut 
sale rather than the corporate financial arrangements of the utilities engaged er & 
in production and distribution of electric energy in commerce, p. 138. Pow. 


(Stone, C.J., and Roperts and FRANKFURTER. J.J., dissent.) ion { 
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on the original argument for respond- 
ent; Assistant Attorney General Shea, 
of Washington, D. C., argued the 
cause On reargument for respondent. 


Mr. Justice REED delivered the opin- 
ion of the court: These two cases 
bring here for review the construction 
of §§ 201 and 203(a) of the Fed- 
eral Power Act, as amended by the 
Public Utility Act of [August 26] 
1935.1 These sections are included 
in Title II, Part II, of the latter act 
which Part relates to Federal regula- 
tion of the business of the trans- 
mission of electric energy in inter- 
state commerce and the sale of such 
energy at wholesale. By these sec- 
tions, the public utilities subject to the 
Federal Power Commission are de- 
fined and the acquisition of securities 
of such utilities by any other utility 


subject to the act is forbidden without 
authorization of the Commission. 


I. After the enactment of the 
above amendments to the Federal 
Power Act, and without seeking Com- 
mission authorization, the New Jersey 
Power & Light Company purchased 
from others than the issuer certain 
securities of the Jersey Central Pow- 
e & Light Company. The Federal 
Power Commission, being of the opin- 
ion that both the purchaser and the 
ister were public utilities within the 
definition of the Federal Power Act 
and that therefore the acquisition of 
the stock was illegal, on June 7, 1938, 
entered an order that the purchaser 
submit information concerning the 
acquisition of the stock and show 
cause why the Commission should not 
proceed to enforce the requirements 
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of the act. To this order, the pur- 
chaser answered that the Jersey Cen- 
tral was not a public utility within 
the definition of the act and that the 
approval by the Federal Power Com- 
mission to the acquisition was there- 
fore not required by law. By per- 
mission of the Commission, the 
Jersey Central intervened and made 
the same contention as to its status. 
Thus there was presented for deter- 
mination two questions: first, wheth- 
er Jersey Central was a public utility 
under the act; and second, whether 
if it was a public utility, this acquisi- 
tion of its stock was permissible in 
view of the declaration of § 201(a) 
that Federal regulation should “ex- 
tend only to those matters which are 
not subject to regulation by the states.” 
This purchase is subject to regulation 
by New Jersey. 

It is admitted that the purchaser, 
Jersey Power, is a public utility un- 
der the act. The Commission after 
investigation and hearing held that 
Jersey Central also was a public utility 
under the act. (1939) 30 PUR(NS) 
33. This holding was based on find- 
ings that Jersey Central owns and 
operates transmission facilities (an 
electric line) extending from its sub- 
station adjacent to its generating plant 
in South Amboy, New Jersey, to the 
south bank of the Raritan river in 
the same state where the line joins 
the transmission facilities of another 
company, not here involved, the Pub- 
lic Service Electric & Gas Company. 
This latter company transmits the 
energy from the point of junction on 
the Raritan to a common bus bar? 





149 Stat 803, 847, 849. 16 USCA §§ 824, 
24(b). 


_*A bus conductor, or group of conductors, 
8 a switchgear assembly which serves as a 
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common connection for three or more circuits, 
American Standard Definitions of Electric 
Terms, published by American Institute of 
Electrical Engineers, p. 97. 
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in one of its substations, located also 
in New Jersey at Mechanic street, 
Perth Amboy. From the bus bar, 
Public Service has transmission facil- 
ities extending to the mid-channel of 
Kill van Kull, a body of water between 
New Jersey and Staten Island, New 
York. At mid-channel, Staten Island 
Edison Corporation, another utility, 
connects with its transmission facili- 
ties which extend to its own Atlantic 
substation on Staten Island. The 
Commission further found, in the 
words quoted below, that energy 
generated in New Jersey by Jersey 
Central was consumed in New York 
and energy generated in New York 
was consumed in New Jersey.’ 

The evidence upon which these 
findings were based showed that the 
energy was delivered from Jersey 
Central to and from Public Service 
under contract and that Public Serv- 
ice likewise delivered and received 
energy under contract to and from 
Staten Island Edison. Jersey Central 
had no control over the destination of 
its energy after it made delivery to 
Public Service at the Raritan but it 
did, of course, control the distribution 
of energy received from Public Serv- 
ice. The deliveries from Jersey Cen- 
tral to Public Service were substantial, 
above fifty-five million kilowatt hours 


in each year of the period 1934 to 
1937, inclusive. Those from Public 
Service to Staten Island were smaller 
for the same period, amounting to 
three to four million kilowatt hours 
annually and the flow from Staten 
Island to Public Service aggregated 
about the same amount. Although, 
as will appear hereafter, the evidence 
shows some Jersey Central energy is 
consumed in New York, the amount 
is unknown. 

The connection between Public 
Service and Staten Island is maintained 
primarily to guard the Staten Island 
distribution against breakdown. It is 
used for emergencies a few times per 
year on an average. Surplus energy 
is occasionally sold. The rest of the 
time the line is maintained “in bal- 
ance.” This is to avoid a delay of 
transmission in an emergency. If 
the connection were not maintained, 
an appreciable time would be lost in 
communicating and reéstablishing the 
connection. Any oscillation of the 
balance, created by increased demand 
in New York or New Jersey, carries 
energy in one direction or in another 
to be consumed on one side or the 
other of the line between the states. 
This is called “slop-over” energy. 
These bulk deliveries were the sub- 





330 PUR(NS) at p. 36: “* . that 
the transmission facilities described provide a 
direct and interconnected line for the flow of 
electric energy between the substation of Jer- 
sey Central Power & Light Company located 
adjacent to its generating plant in South Am- 
boy and Atlantic substation of Staten Island 
Edison Corporation on Staten Island in the 
state of New York, via Mechanic street sub- 
station, and electric energy was transmitted 
over such transmission facilities between such 
points via Mechanic street substation on nu- 
merous occasions during certain days and al- 
most daily throughout 1936, 1937, and to Sep- 
tember, 1938; that there is no evidence or 
testimony of any change in such operations 
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during this period or subsequent thereto; tha 
electric energy transmitted over facilities ex 
tending from the substation adjacent to the 
generating plant of Jersey Central Power 4 
Light Company in South Amboy, New Jer 
sey to Atlantic substation, on Staten Island 
in the state of New York, via Mechanic streef 
substation, is generated in the state of Ne 
Jersey and consumed in the state of Ne 
York; that electric energy transmitted fro 
Atlantic Street substation to the substation of 
Jersey Central Power & Light Company 1 
South Amboy, New Jersey, via Mechanid 
street substation, is generated in the state 0 
New York and consumed in the state of Ne 
Jersey; “4 
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ject of the sale agreements between 
Public Service and Staten Island. 
[1] Since the bus bar into which 
the Jersey Central energy is fed also 
receives large amounts of energy from 
other sources, the facts heretofore de- 
tailed do not prove conclusively that 
energy generated by Jersey Central 
passes to and is consumed in New 
York. This further evidence appears 
from testimony presented by investi- 
gators of the Commission. Their 
examination of Public Service rec- 
ords discloses that there were moments 
of time between January 26, 1937, 
and September 6, 1938, when all the 
energy flowing into the bus bar at 
Mechanic Street came from Jersey 
Central and at the same moments 
energy flowed from Mechanic Street 
in New Jersey to the Atlantic sub- 


station in New York. As no pools of 
energy exist from which the flow to 
New York could have been drawn, 
it necessarily follows that Jersey Cen- 
tral production was instantaneously 


transmitted to New York. Cf. Utah 
Power & Light Co. v. Pfost (1932) 
286 US 165, 76 L ed 1038, 52 S Ct 
548. The amount of energy trans- 
mitted was small. The evidence was 
developed from 184 log readings 
selected from 25,000. Of the 184 
log readings, 12 showed this flow of 
energy from Jersey Central to New 
York between August 26, 1935, the 
effective date of the Federal Power 
Act, and March 14, 1938, the date of 
the present purchase of stock.* 
Twelve showed such flow shortly after 
the purchase. 

This evidence, we think, furnishes 
substantial basis* for the conclusion 
of the Commission that facilities of 
Jersey Central are utilized for the 
transmission of electric energy across 
state lines. 

Petitions for rehearing were denied. 
An appeal was taken to the circuit 
court of appeals under the provisions 
of § 313 of the act. The deter- 
mination of the Commission was af- 





*There is dispute as to whether the 184 in- 
stances selected for examination were typical. 
In view of the evidence just detailed as to the 
service arrangements between Jersey Central 
and Public Service, and Public Service and 
Staten Island Edison, this seems of no im- 
portance. There is no contention that the 
energy actually transmitted interstate shall be 
treated as accidental or that it falls under 
the de minimis rule. The method of selection 
is explained as follows: 


Q. . . . Then you have taken some 150* 
readings out of approximately 25,000 readings. 
Just why did you take these particular 150, 
Mr, Grimsley? A. At times when considera- 
ble power was going over from Jersey Cen- 
tral and for the same period it was going to 
Staten Island. That was necessary to make 
ny determination. Now we might get 15,000, 
I don’t know, to compare with those, but the 
pont was to establish certain conditions at 
time of flow and at times when there was no 
energy flowing to Staten Island there was no 
pont in taking those readings. 


* The Commission’s witness Grimsley spoke 
of 150 instances, but actual count discloses 184. 


Q. These are hand-picked readings where 
you worked toward a particular result and 
you selected those that would best show what 
you desired to establish? A. I was trying to 
get a condition when the energy was coming 
over from Jersey Central and flowing to 
Staten Island and over a period that might be 
considered typical. 

Q. Just a moment—A. (interposing) I don’t 
know unless we go through all of them and 
compare them with these. 

Q. I suppose it would be pretty easy to pick 
out 150 other examples when power is flowing 
from Metuchen substation to Staten Island 
supplying the Mechanic street load, would it 
not? A. Oh, I think so, yes. Maybe more. 

5“The finding of the Commission as to the 
facts, if supported by substantial evidence, 
shall be conclusive.” Sec. 313(b), 49 Stat. 
860, 16 USCA § 825/(b). 

6 The order entered determined that Jersey 
Central Power & Light Company is a public 
utility and that the acquisition of its stock 
by New Jersey Power & Light Company was 
a violation of § 203(a) of the Federal Power 
Act. 30 PUR(NS) 33, 36. This order fixed 
the status of Jersey Central as a utility amena- 
ble to the provisions of the act: e.g., rates, 
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firmed (1942) 129 F(2d) 183, 45 
PUR(NS) 110, and in view of the 
important questions of Federal law 
raised by the petitions for certiorari, 
we granted review. 

The primary purpose of Title II, 
Part II, of the 1935 amendments to 
the Federal Power Act, supra note 
1, was to give a Federal agency pow- 
er to regulate the sale of electric 
energy across state lines. Regulation 
of such sales had been denied to the 
states by Rhode Island Pub. Utilities 
Commission v. Attleboro Steam & 
Electric Co. 273 US 83, 71 L ed 549, 
PUR1927B 348, 47 S Ct 294. On 
account of the development of inter- 
state sales of electric energy, it was 
deemed desirable by Congress to enter 
this field of regulation.” 

[2-6] II. Petitioners concede that 
some energy generated by Jersey Cen- 
tral and sold and delivered by it to 
Public Service passes thereafter to 


New York. Their contention is that 
the arrangements by which this energy 
passes to New York does not make 
Jersey Central a public utility, within 
the definition of the act because it 
“does not own or operate facilities 
for the transmission of electric energy, 
or sale of electric energy at whole- 
sale, in interstate commerce.” “A per- 
son owning or operating facilities 

must own the facilities which 
transmit—send across—the energy, 
and this connotes voluntary, inten- 
tional action.” From the asserted fact 
that Jersey Central has no control 
over the energy produced by it after 
its delivery to Public Service, peti- 


tioners conclude that this short trans- 


mission and sale, wholly in New 
Jersey, is an intrastate transaction. 
Without this separation from the 
movement across the New Jersey- 
New York line, the transmission by 
Jersey Central would fall within the 





§ 205(a); ascertainment of cost of property, 
§ 209(a); [apparently reference should be 
§ 208(a), 16 USCA § 824g]; accounts, § 201. 
{Apparently reference should be § 301, 16 
USCA § 825.] Rochester Teleph. Corp. v. 
United States (1939) 307 US 125, 83 L ed 
1147, 28 PUR(NS) 78, 59 S Ct 754; Fed- 
eral Power Commission v. Pacific Power & 
Light Co. (1939) 307 US 156, 83 L ed 1180, 
28 PUR(NS) 93, 59 S Ct 766; Columbia 
Broadcasting System v. United States (1942) 
316 US 407, 86 L ed 1563, 44 PUR(NS) 411, 
62 S Ct 1194. 

oo Rep. No. 621, 74th Cong. Ist Sess. 
Das 

“In recent years the growth of giant hold- 
ing companies has been paralleled by the rapid 
development of the electric industry along 
lines that transcend state boundaries. To a 
great extent through the agency of the hold- 
ing company, local operating. units have been 
tied together into vast interstate systems. As 
a result the proportion of electric energy that 
crosses state lines has steadily increased. 
While in 1928, 10.7 per cent of the power gen- 
erated in the United States was transmitted 
across state lines, the percentage had in- 
creased by 1933 to 17.8. The amount of ener- 
gy which flowed in interstate commerce in 
1933 exceeded the entire amount generated 
in the country in 1913, 
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“The new part 2 of the Federal Water 
Power Act would constitute the first assertion 
of Federal jurisdiction over this major inter- 
state public utility. The decision of the Su- 
preme Court in Rhode Island Pub. Utilities 
Commission v. Attleboro Steam & Electric 
Co. supra, 273 US 83, placed the interstate 
wholesale transactions of the electric utilities 
entirely beyond the reach of the states. Other 
features of this interstate utility business are 
equally immune from state control either legal- 
ly or practically. 

“The necessity for Federal leadership in se- 
curing planned codrdination of the facilities of 
the industry which alone can produce an 
abundance of electricity at the lowest possible 
cost has been clearly revealed in the recent 
reports of the Federal Power Commission, 
the Mississippi Valley Committee, and the 
National Resources Board. Assertion of the 
power of the Federal government in this di- 
rection becomes the more important at the 
time when the Federal government is compel- 
ling the reorganization of holding companies 
along regional lines. The new Part 2 of the 
Federal Water Power Act seeks to bring 
about the regional codrdination of the operat- 
ing facilities of the interstate utilities along 
the same lines within which the financial and 
"ta control is limited by title I of the 

ill, 
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definition of commerce declared by 
two former decisions of this court. 

In Rhode Island Pub. Utilities Com- 
mission v. Attleboro Steam & Elec- 
tric Co. supra, this court held in inter- 
state commerce the sale of locally pro- 
duced electric current at the state 
poundary with knowledge that the 
buyer would utilize the energy extra- 
tate. The passage of custody and 
title at the line was held immaterial. 
We see no distinction between a sale 
at or before reaching the state line. 

The other case is Illinois Nat. Gas 
(Co. v. Central Illinois Pub. Service 
Co. (1942) 314 US 498, 86 L ed 371, 
7 PUR(NS) 53, 62 S Ct 384. In 
this case, a wholly owned subsidiary 
bought gas in Illinois from its parent 
corporation. The parent had trans- 
ported the gas across the state line 
and delivered it at a reduced*pressure 
to the subsidiary in Illinois. The sub- 
idiary transported the gas wholly 
intrastate and sold and, on again re- 
ducing pressure, delivered it to an 
llinois distributing company. The 
intrastate movement by the subsid- 
ary was held by us to be a part of 
interstate commerce. We said that 
the point at which title and custody 
passed, without arresting movement, 
did not affect the essential interstate 
movement of the business. 

But we need not decide whether the 
intervention of Public Service be- 
tween Jersey Central and Staten 
land Edison and the consequent loss 
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of actual control of the energy by 
Jersey Central is significant to dis- 
tinguish the two cases just cited. 
Petitioners, as we understand their 
briefs, concede, and rightly so, that 
power rests in Congress to regulate 
such a flow of energy from Jersey 
Central as here occurs. Such a flow 
affects commerce. Cf. Wickard v. 
Filburn (1942) 317 US 111, 87 L ed 
—, 63 S Ct 82, and cases cited.* But 
petitioners say that Congress did not 
intend to exercise its full power over 
interstate transmission and directed 
only that transmission “in interstate 
commerce” should be regulated. As 
contrasted with “affecting commerce” 
in the Public Utility Holding Com- 
pany Act of 1935, 49 Stat 803, § 1 
(c), 15 USCA § 79a(c), or the 
“current of commerce” in the Com- 
modity Exchange Act, 42 Stat 998, 
or the broad language of The Bitu- 
minous Coal Act, 50 Stat 83, or the 
Agricultural Adjustment Act, 50 Stat 
246, the words “in interstate com- 
merce” are said, by petitioners, to be 
the “strictest test of jurisdiction avail- 
able to Congress.” But the argument, 
we think, gives no effect to the defini- 
tion of “transmitted in interstate com- 
merce” as used in this act. In the 
note below there is set out the pertinent 
provisions of § 201 which indicate the 
meaning given the phrase, which pro- 
visions are italicized for quick refer- 
ence.? Subsections (a) and (b) show 
the intent to regulate such transac- 





§Cf. Peoples Nat. Gas Co. v. Federal Power 
Commission (1942) 75 US App DC 235, 44 
PUR(NS) 375, 127 F(2d) 153, 157; Hart- 
lord Electric Light Co. v. Federal Power 
Commission (1942) 131 F(2d) 953, 958, 46 
PUR(NS) 198. 

tne Federal Power Act of 1935, 49 Stat 


“Section 201. (a) It is hereby declared 
that the business of transmitting and selling 
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electric energy for ultimate distribution to 
the public is affected with a public interest, 
and that Federal regulation of. matters relat- 
ing to generation to the extent provided in 
this Part and the Part next following and of 
that part of such business which consists of 
the transmission of electric energy in inter- 
state commerce and the sale of such energy at 
wholesale in intertsate commerce is necessary 
in the public interest, such Federal regulation, 
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tions as are beyond state power under 
the Attleboro Case, supra. Subsec- 
tion (c) defines the electric energy 
in commerce as that “transmitted 
from a state and consumed at any 
point outside thereof.” There was 
no change in this definition in the 
various drafts of the bill. The defi- 
nition was used to “lend precision to 
the scope of the bill.” ? It is impos- 
sible for us to conclude that this def- 
inition means less than it says and 
applies only to the energy at the in- 
stant it crosses the state line and so 
only to the facilities which cross the 
line and only to the company which 
owns the facilities which cross the 
line. The purpose of this act was 
primarily to regulate the rates and 
charges of the interstate energy. If 
intervening companies might purchase 
from producers in the state of pro- 
duction, free of Federal control, cost 
would be fixed prior to the incidence 
of Federal regulation and Federal rate 
contro! would be substantially im- 
paired, if not rendered futile. 


Petitioners make the point, how- 
ever, that this interpretation subjects 
connected facilities to the Commis- 
sion’s jurisdiction which facilities 
were deliberately eliminated by Con- 
gress. As an illustration they cite the 
provisions of § 201(a) as they ap- 
peared in a predecessor bill.4! We do 
not think that the result which the 
petitioners apprehend follows from 
our interpretation. The language of 
§ 201(a) and (b) indicates a distinc- 
tion between the facilities for genera- 
tion or production and those for trans- 
mission. Also, it is sales at whole- 
sale only which are regulated and, 
finally, Commission power does not 
extend over all connecting transmit- 
ting facilities but only over those 
which transmit energy actually mov- 
ing in interstate commerce. Mere 
connection determines nothing. 

Further, we think the definition in 
subsection (e) of “public utility” 
covers Jersey Central, since that com- 
pany owns and operates the transmis- 
sion line to the Raritan and that line, 





however, to extend only to those matters 
which are not subject to regulation by the 
states. 

“(b) The provisions of this Part shall ap- 
ply to the transmission of electric energy i 
interstate commerce and to the sale of electric 
energy at wholesale in interstate commerce, 
but shall not apply to any other sale of elec- 
tric energy or deprive a state or state com- 
mission of its lawful authority now exercised 
over the exportation of hydroelectric energy 
which is transmitted across a state line. The 
Commission shall have jurisdiction over all fa- 
cilities for such transmission or sale of electric 
energy, but shall not have jurisdiction, except 
as specifically provided in this Part and the 
Part next following, over facilities used for 
the generation of electric energy or over fa- 
cilities used in local distribution or only for 
the transmission of electric energy in intra- 
state commerce, or over facilities for the trans- 
mission of electric energy consumed wholly 
by the transmitter. 

“(c) For the purpose of this Part, electric 
energy shall be held to be transmitted in in- 
terstate commerce if transmitted from a state 


48 PUR(NS) 


and consumed at any point outside thereof; 
but only in so far as such transmission takes 
place within the United States. 


“(e) The term ‘public utility’ when used in 
this Part or in the Part next following means 
any person who owns or operates facilities 
subject to the jurisdiction of the Commission 
under this Part.” 

19S. Rep. No. 621, 74th Cong. Ist Sess. 
p. 49. 

11S. 1725. 74th Cong. Ist Sess. February 
6, 1935: 

“The provisions of this title shall apply 
to the transmission and sale of electric energy 
in interstate commerce and to the production 
of energy for such transmission and sale, but 
shall not apply to the retail sale of energy 
in local distribution. The Commission shall 
have jurisdiction over all facilities for such 
transmission, sale, and/or production of energy 
by any means and over all facilities connected 
therewith as parts of a system of power trans- 
mission , Situated in more than one state. 
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as a result of the interpretation of 
interstate commerce in the preceding 
paragraph, is a facility under Com- 
mission jurisdiction by the terms of 
subsection (b). Subsection (b) de- 
cares that the provisions of this part 
apply “to the transmission of electric 
energy at wholesale in interstate com- 
merce.” This subsection gives juris- 
diction over facilities used for such 
transmission. The business of trans- 
mitting and selling electric energy is 
said to be affected with a public in- 
terest and Federal regulation of a por- 
tion of that business is declared nec- 
essary. Section 201(a). The fact 
that a company is engaged in this 
business is not determinative of its 
inclusion in this act. The determina- 
tive fact is the ownership of facili- 
ties used in transmission. Such use 
makes the owner or operator of such 
facilities a public utility ‘under the 
act (e). We conclude, therefore, that 
Jersey Central is a public utility under 
this act. It is quite clear, however, 
from § 201 that although a company 
may be a public utility under subsec- 
tion (e), all of its transactions do 
not thereby fall under the regulatory 
power of the Commission. In the 
next section of this opinion, we con- 
sider whether this purchase of stock 
is subject to Commission regulation. 

[7] III. Although only the facili- 
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ties of a public utility used in the trans- 
mission or sale at wholesale of electric 
energy in interstate commerce or the 
rates and charges for such energy are 
subjected by Parts II and III of the 
act to regulation by the Federal Pow- 
er Commission, that Commission has 
general power over the issue of all 
securities or assumption of all obliga- 
tions by such a public utility. This 
generality of control is in turn limit- 
ed by an exception in the case of utili- 
ties organized and operating in a state 
where its security issues are regulated 
by a state Commission.” 

In the section of Part II in ques- 
tion here, however, which prohibits 
the purchase of the security of any 
other public utility, without authoriza- 
tion of the Commission, there is no 
exception of any kind."* Consequent- 
ly the action of Jersey Power, ad- 
mittedly a public utility under Part 
II, in purchasing the stock of Jersey 
Central, hereinbefore held to be a 
public utility under the act, requires 
Commission approval, unless some 
other provision of law exempts the 
transaction from this control. Peti- 
tioners find this exemption in the con- 
cluding words of § 201(a), “such 
Federal regulation, however, to ex- 
tend only to those matters which are 
not subject to regulation by the 





12 “Section 204. (a) No public utility shall 
issue any security, or assume any obligation 
or liability as guarantor, indorser, surety, or 
otherwise in respect of any security of another 
person, unless and until, and then only to the 
extent that, upon application by the public 
utility, the Commission by order authorizes 
such issue or _—— of liability. 

16 USC A §8 

There is Pay same extent of control over 
records and accounts. Section 301(a). 

13 Section 204. “(f£) The provisions of this 
section shall not extend to a public utility or- 
ganized and operating in a state under the 
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laws of which its security issues are regu- 
lated by a state commission.’ 

14 “Section 203. (a) No public utility shall 
sell, lease, ur otherwise dispose of the whole 
of its facilities subject to the jurisdiction of 
the Commission, or any part thereof of a 
value in excess of $50,000, or by any means 
whatsoever, directly or indirectly, merge or 
consolidate such facilities or any part thereof 
with those of any other person, or purchase, 
acquire, or take any security of any other 
public utility, without first having secured an 
order of the Commission authorizing it to do 
so. , 
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states.” 15 The Commission denies 


that this limitation is to be read into 
§ 203(a). If the limitation is to be 
read as applying to § 203(a), 
limitation exempts this transaction 
and the purchase here involved is 
beyond the reach of Commission pow- 
er for the reason that the purchase 
could be and the transfer is regulated 
by the state of New Jersey.”® 

It will be observed that § 201(a) is 
a declaration of the end sought by 
the enactment of this Part, that is, 
Federal regulation of the generation, 
transmission and sale of electric 
energy in commerce. The sounder 
conclusion, it seems to us, is that this 
limitation is directed at generation, 
transmission, and sale rather than the 
corporate financial arrangements of 
the utilities engaged in such produc- 
tion and distribution. This conclu- 
sion finds strong support in the fact 


that not only § 203(a), here under 
discussion, but §§ 204(a),” 208,78 
and 301(a)* regulate matters obvious- 


ly subject to state regulation. If the 
scope of the limitation was as broad 





15 See Note 9, supra. 

16 Section 19 of the act of April 21, 1911, 
as amended. New Jersey Stat. Ann. 48: 3-10. 

17 See Note 12, supra. 

18 “Section 208. (a) The Commission may 
investigate and ascertain the actual legitimate 
cost of the property of every public utility, 
the depreciation therein, and, when found nec- 
essary for rate-making purposes, other facts 
which bear on the determination of such cost 
or depreciation, and the fair value of such 
property 

“(b) Every public utility upon request 
shall file with the Commission an inventory 
of all or any part of its property and a state- 
ment of the original cost thereof, and shall 
keep the Commission informed regarding the 
cost of all additions, betterments, extensions, 
and new construction.” 49 Stat. 853, 16 
USCA § 824g. 

19 “Section 301. (a) Every licensee and 
public utility shall make, keep, and preserve 
for such periods, such accounts, records of 
cost-accounting procedures, correspondence, 
memoranda, papers, beoks, and other records 
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as petitioners contend, none of these 
sections just referred to would be 
effective. Section 203(a) would be 
a nullity as of course the disposition 
and acquisition of facilities, merger, 
consolidation, or purchase of securj- 
ties by their utilities may be regulated 
by the states. But this does not fol- 
low where a specific limitation is 
placed on the issue of securities by 
§ 204. Section 204 is not rendered 
useless by subsection (f) since it is 
applicable to states without state Com- 
missions authorized to regulate secu- 
rity issues. See notes 12 and 13, su- 
pra. In view of the contemporaneous 
legislation as to holding companies 
(Title I, Public Utility Act of 1935, 
49 Stat 803) which left independent 
operating companies or subsidiaries 
of unregistered holding companies 
free to acquire securities in other 
operating companies,” it is difficult 
to conclude that by § 201(a) Congress 
limited the regulation of the acquisi- 
tion of securities by § 203(a).” 
The legislative history points to 
this result. When S. 2796, containing 





as the Commission may by rules and regula- 
tions prescribe as necessary or appropriate for 
purposes of the administration of this act, in- 
cluding accounts, records, and memoranda of 
the generation, transmission, distribution, de- 
livery, or sale of electric energy, the furnish- 
ing of services or faciliteis in connection 
therewith, and receipts and expenditures with 
respect to any of the foregoing: Provided, 
however, That nothing in this act shall relieve 
any public utility from keeping any accounts, 
memoranda, or records which such _ public 
utility may be required to keep by or under 
authority of the laws of any state. 

49 Stat 854, 16 USCA § 825. 

20 Section 9(a) and (b), 49 Stat. 817. 


21S. Rep. No. 621, 74th Cong. Ist Sess 
p. 50, in referring to what is now § 203(a) 
said: “In this way the Commission would 
have authority to keep the same kind of check 
upon the creation of spheres of influence 
among operating companies that the Securi- 
ties and Exchange Commission has over hold- 
ing companies under title I.” 
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the progenitor of the disputed sec- 
tion, was reported by the Committee 
on Intertsate Commerce of the 
Senate, § 201(a) concluded: 

“It is further declared to be the 
policy of Congress to extend Federal 
regulation to those matters which 
cannot be regulated by the states, and 
also to exert Federal authority to 
strengthen and assist the states in the 
exercise of their regulatory powers 
and not to impair or diminish the 
powers of any state Commission.” 

The same bill had §§ 208(a) and 
301(a), just referred to, which did 
regulate matters which could be reg- 
ulated by the states. After its pas- 
sage through the Senate in this form, 
the bill went to the House and § 201 
(a) was there amended by the Com- 
mittee on Interstate and Foreign 
Commerce (H. Rep. No. 1318, 74th 
Cong. Ist Sess, June 24, 1935) to 


conclude, as it now does, “such Fed- 
eral regulation, however, to extend 
only to those matters which are not 
subject to regulation by the states.” 
The report, although it commented on 
the section, did not mention this change 
as one of substance from the conclu- 


sion of the Senate bill. H. Rep. No. 
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1318, 74th Cong. Ist Sess. p. 26. 
§§ 208 and 301, with their reg- 
ulation of matters subject to state reg- 
ulation, remained unchanged. More 
significant even than these indicia of 
the scope of the concluding words of 
§ 201(a) is the fact that the com- 
mittee which adopted the new con- 
cluding words, adopted also § 204, 
subsection (f), withdrawing Federal 
regulation from security issues where 
such issues are “regulated by a state 
Commission.” While, of course, this 
may have been done to make certain 
that state power would not be in- 
fringed, such meticulous care was en- 
tirely unnecessary, if the wording of 
§ 201(a), simultaneously added, had 
the effect now urged.* One might 
deduce from the language of the re- 
port in the House that the precise 
question at issue here was in the mind 
of the House Committee and was 
resolved in accord with our conclu- 
sion.** From this record of the pains 
taken by the Congress to make clear 
the respective responsibilities of Fed- 
eral and state authorities, we conclude 
that power was given the Federal 
Power Commission by § 203 to reg- 
ulate the present transaction. 





22 Td. 

23 The language added to § 201(a) and 
§ 204(f) is practically identical with the sug- 
gestions made by the National Association 
of Railroad and Utility Commissioners. Sen- 
ate Hearings, Committee on Interstate Com- 
merce, Public Utility Holding Company Act 
of 1935, pp. 748, 751. 

24 Public Utility Act of 1935, H. Rep. No. 
1318, 74th Cong. 1st Sess. General Purpose 
of Title. “Dart II gives control over secu- 
rity issues of interstate operating companies in 
cases where no state Commission has con- 
trol and over the consolidation, purchase, and 
sale of interstate operating properties.” Page 
CG. 

Sectional Analysis of Bill: 

“Section 203. Disposition of Property; 
Consolidations; Purchase of Securities 

“Under the provisions of this section, ap- 
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proval must be secured for the sale, lease, or 
other disposition by a public utility of all of 
its facilities subject to the jurisdiction of the 
Commission, or any part of the facilities in 
excess of a value of $100,000, and for mergers 
or consolidations of such facilities or for the 
purchase by a public utility of the securities 
of any other public-utility company. Com- 
mission approval of an acquisition, consolida- 
tion, or control would remove such transaction 
from the prohibitory provisions of any other 
law.” Page 28. 

Section 204: 

“The requirement of subsection (f) of the 
Senate bill that applicable state laws must 
be complied with before Commission approval 
may be given, has been changed to authorize 
security issues without Federal approval 
where such issues are regulated by a state 
Commission in which the public utility is or- 
ganized and operating.” Page 28. 
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The judgment of the circuit court 
of appeals is affirmed. 


Roserts, J, dissenting: The sole 
question is whether Jersey Central 
Power & Light Company is a public 
utility within the meaning of sub- 
chapter II of the Federal Power Act. 

The company’s business is the gen- 
eration of electricity within New 
Jersey, and distribution of it in the 
state, principally by retail sale to the 
public. Its physical property is with- 
in New Jersey. It neither owns nor 
operates any facility which crosses a 
state line. 

Jersey Central exchanges electric 
energy with another utility, Public 
Service. The physical hookup by 


which this exchange is effected is such 
that Jersey Central at times transmits 
electricity to Public Service and at 
times receives electricity from Public 


Service. Jersey Central owns and 
operates a transmission line seven- 
eighths of a mile long extending from 
its power plant to another point in 
the state where the line connects to a 
cable owned by Public Service run- 
ning to a station owned by the latter 
at Perth Amboy, New Jersey. Over 
these connecting facilities exchanges 
of two sorts are made. One is of 
emergency service whereby, in case of 
a break down in either company’s sys- 
tem, energy is drawn from that of 
the other. The second is of economy 
flow energy, delivery of which takes 
place to either company when the 
other is able to generate at less cost 
than the receiving company could with 
its own facilities. The savings effect- 
ed by the latter exchange are divided 
between the companies. 

Any flow of electric energy from 
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Jersey Central to Public Service is 
carried from the point of connection 
over Public Service cable to a s0- 
called bus bar, a facility of Public 
Service located in New Jersey having 
a number of connections, one of which 
is with a transmission line connecting 
the Public Service system with that 
of Staten Island Edison in the state 
of New York. Over this line Public 
Service and Staten Island exchange 
from time to time emergency service. 
To accomplish this the lines of the 
two companies are always connected 
so that, whenever there is demand 
for additional energy by either com- 
pany, the current flowing from the 
plant of the other supplies the defi- 
ciency until a speed up of the gen- 
erators of the receiving company takes 
care of the load and stops the draught 
upon the energy supply of the other. 

The lines of Jersey Central and 
Public Service are likewise always 
connected so that, in case of emer- 
gency, some of the energy generated 
by Jersey Central may pass over the 
lines of Public Service or vice versa. 
Thus energy generated by any of the 
three systems at times reaches that of 
one of the others in case of a defi- 
ciency of generation on the line of 
that other. This current, passing for 
short periods from time to time, due 
to an imbalance of potential between 
the interconnected systems, is called 
slop-over current. 

Jersey Central has no contractual 
relations with Staten Island and does 
not sell it any energy. Jersey Cen- 
tral’s relations with Public Service are 
independent of any contractual rela- 
tions between the latter and Staten 
Island. At times when energy is 
flowing from Jersey Central to Public 
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Service it is also flowing from Public 
Service to Staten Island and, in fact, 
at such times, some of the energy sold 
by Jersey Central to Public Service 
passes from Public Service to Staten 
Island under Public Service’s con- 
tractual arrangements with Staten 
Island. 

On the basis of these facts, the 
Commission held that Jersey Central 
owned and operated transmission 
facilities utilized for the transmission 
of electric energy in interstate com- 
merce, and was, therefore, a public 
utility within the meaning of the act, 
although the company sells no elec- 
tricity directly in interstate commerce. 

I am of opinion that the provisions 
of the act require the contrary con- 
clusion, and this reading of the stat- 
ute is powerfully reinforced when the 
mischief intended to be remedied and 
the legislative history of the act are 
considered. 

There is no dispute concerning the 
exigency which moved Congress to 
adopt the statute. It had been settled 
that the transmission and sale of a 
commodity, such as electricity or gas, 
produced in one state, transported and 
furnished directly to consumers in 
another state, in interstate commerce, 
did not preclude regulation of the rates 
to the consumer by the state of deliv- 
ery. In 1927, however, this court 
held that where a company generated 
electric energy and transmitted it, un- 
der contract, to another public utility 
in an adjoining state, at the state line, 
whence the purchasing company trans- 
mitted and sold the energy to its con- 
sumers, the rate at which the first 
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company sold to the second was not 
subject to regulation by the authorities 
of the state of origination.2?- The court 
stated: “The rate is therefore not 
subject to regulation by either of the 
two states in the guise of protection 
to their respective local interests; but, 
if such regulation is required it can 
only be attained by the exercise of 
the power vested in Congress.” It is 
clear that the mischief to be remedied 
was the incompetence of the states to 
regulate rates for the sale by the pro- 
ducer of electricity at wholesale to be 
transmitted and delivered to an extra- 
state utility at or across a state line. 
This was the problem and the only 
problem which confronted the Con- 
gress. The legislation itself discloses 
that, in enacting Part II of the act, 
Congress did not go beyond the needs 
of the situation. 

Jersey Central’s security issues are 
not subject to regulation under § 203 
unless it is a public utility within the 
definition of the act. To determine 
whether it is, we must turn to § 201. 
Subsection (e) defines a public utility 
as “any person who owns or operates 
facilities subject to the jurisdiction 
of the Commission under this Part.” 
We must look to other provisions of 
the section to ascertain what facilities 
are subject to the Commission’s juris- 
diction. 

Subsection (a) reads: “It is hereby 
declared that the business of trans- 
mitting and selling electric energy for 
ultimate distribution to the public is 
affected with a public interest, and that 
Federal regulation of matters relat- 
ing to generation to the extent pro- 





1Pennsylvania Gas Co. v. Public Service 
Commission, 252 US 23, 64 L ed 434, PUR 
1920E 18, 40 S Ct 279 
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2 Rhode Island Pub. Utilities Commission 
v. Attleboro Steam & Electric Co. 273 US 
83, 71 L ed 549, PUR1927B 348, 354, 47 S 
Ct 294. 
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vided in this Part and of that 
part of such business which consists 
of the transmission of electric energy 
in interstate commerce and the sale 
of such energy at wholesale in inter- 
state commerce is necessary in the 
public interest, such Federal regula- 
tion, however, to extend only to those 
matters which are not subject to reg- 
ulation by the states.” (Italics sup- 
plied.) 

It is conceded that Jersey Central, 
as respects generation and sale of the 
energy in question, and as respects 
also its security issues, was, at the 
date of adoption of the Federal act, 
and still is, subject to regulation under 
the law of New Jersey, and that law 
does regulate these matters.® 

The nature of Jersey Central’s deal- 
ing with Public Service certainly does 
not fairly fall within the scope of 
the statutory description of the “busi- 
ness” of transmitting and selling elec- 
tric energy in interstate commerce. 
But, out of abundance of caution, 
Congress added that the Federal reg- 
ulation should extend only “to those 
matters which are not subject to reg- 
ulation by the states.” Language 
could not be plainer, nor more clearly 
exclude the present case. Congress 
desired to fill the gap left by the in- 
ability of the states to regulate certain 
forms of interstate transmission and 
sale. Congress made clear that it in- 
tended to go no further. The opinion 
of the court ignores this fundamental 
declaration of purpose and policy and 
reads as an independent mandate in 
vacuo the words of subsection (e). 
This I think is not a fair construction. 

Subsection(b) provides: “The 





8N. J. Rev. Stats. 1937, Title 48, Chaps. 
1 to 3; N .J. Stats. Ann. 48: 1-1 to 48: 3-20. 
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provisions of this Part shall apply to 
the transmission of electric energy in 
interstate commerce and to the sale 
of electric energy at wholesale in 
interstate commerce, but shall not 
apply to any other sale of electric 
energy,” (Italics supplied). 
Here again Congress is at pains to 
restrict the Federal regulation to a 
commercial transaction in interstate 
commerce to which the company to 
be regulated is a party. 

The electric current which some- 
times reaches Staten Island is, no 
doubt, “propelled” in- some measure 
by Jersey Central’s dynamos, but 
whether the current shall go to 
Staten Island or be used within the 
state is a matter wholly beyond Jersey 
Central’s control in point either of 
law or of fact. Public Service may 
or may not choose to transmit and 
sell the energy interstate as a part 
of the interstate business which is 
subject to regulation by the Commis- 
sion. The current flows beyond the 
state line only because Public Service 
maintains wires for that purpose and J 
turns the current into them. What 
§ 201 authorizes the Commission to § 
regulate is “that part of such busi- 
ness which consists of the transmis- 
sion: of electric energy in interstate 
commerce.” Jersey Central is not 
engaged in the business of transmit- 
ting electric energy beyond the point 
of connection with Public Service's 
system, certainly not beyond the bus 
bar where Public Service alone deter- 
mines its destination. Nor is Jersey 
Central engaged in interstate com- 
merce because, after the current 
reaches the bus bar of Public Serv- 
ice, that company diverts it to Staten 
Island. 
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The construction now given to the 
act makes the Commission’s power to 
regulate Jersey Central depend, not 
on the nature of its own business, as 
§ 201(a) and (b) plainly require, 
but on the interstate character of the 
business of Public Service, over which 
Jersey Central has no control and 
which is subject to regulation by the 
Commission. Section 201(b) and 
(e). I can find no support in the 
language, history, or avowed pur- 
poses of the act for such a construc- 
tion. Moreover, it is in flat contra- 
diction to the words of § 201(a), (b), 
and (e), which, when read together, 
explicitly exclude from the jurisdic- 
tion of the Commission a “person” 
who “owns or operates facilities” 
otherwise subject to the jurisdiction 
of the Commission by providing, in 
§ 201(a), that the Federal regulation 
is “to extend only to these matters 


which are not subject to regulation by 
the states.” Jersey Central is engaged 
in generating electricity which it sells 
and delivers to Public Service, all 


within the state. When the present 
act was adopted it was not doubted, 
and in the light of our decisions it 
could not be, that the seller’s business 
was intrastate and subject to state reg- 
ulation. The manufacture and sale of 
a product wholly within a state is not 
interstate commerce even though the 
product is destined by the buyer to 
be shipped out of the state in inter- 
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state commerce.* That this is equally 
the case where the product produced 
and sold within the state is gas or elec- 
tricity is implicit in our decisions.* As 
will presently appear more in detail, 
while it was the purpose of Congress, 
in enacting the Federal Power Act to 
extend the national control over the 
interstate transmission and sale of 
electrical energy, which had been held 
to be beyond the control of the states, 
the purpose was equally to preserve 
unimpaired the existing state power 
of regulation over intrastate produc- 
tion and sale. The provisions of § 201 
to which I have referred were intro- 
duced into the legislation which be- 
came the Federal Power Act in the 
course of its progress through Con- 
gress with the repeatedly declared ob- 
ject of accomplishing that precise pur- 
pose. 

I submit that to argue that, as Jer- 
sey Central’s seven-eighths’ mile in- 
trastate line which connects with the 
lines of its intrastate customer, Pub- 
lic Service, is a facility over which 
flows energy which somtimes ulti- 
mately finds its way from Public Serv- 
ice’s system into New York, and, 
hence, a facility for transmission of 
electric energy interstate, ownership 
of which subjects the owner to the 
Commission’s jurisdiction, is to tie to- 
gether two phrases found in separate 
provisions of the act and to ignore 
the statute’s provisions viewed in their 











4See Chassaniol v. Greenwood (1934) 291 
US 584, 78 L ed 1004, 54 S Ct 541; Parker 
v. Brown (1943) 317 US 341, 360, 361, &7 
L ed —, 63 S Ct 307, and cases cited. 

5Union Dry Goods Co. v. Georgia Pub. 
Service Corp. 248 US 372, 63 L ed 309, PUR 
1919C 60, 39 S Ct 117, 9 ALR 1420; Public 
Utilities Commission v. Landon, 249 US 236, 
245, 63 L ed 577, PURI1919C 834, 39 S Ct 
268; Pennsylvania Gas Co. v. Public Service 
Commission, 252 US 23, 64 L ed 434, PUR 
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1920E 18, 40 S Ct 279; Missouri ex rel. Bar- 
rett v. Kansas Nat. Gas Co. 265 US 298, 308, 
68 L ed 1027, PUR1924E 78, 44 S Ct 544; 
East Ohio Gas Co. v. Tax Commission (1931) 
283 US 465, 471, 75 L ed 1171, 51 S Ct 499; 
cf. Utah Power & Light Co. v. Pfost (1932) 
286 US 165, 76 L ed 1038, 52 S Ct 548: 
Coverdale -. Arkansas-Louisiana Pipe Line 
Co. (1938) 303 US 604, 611, 82 L ed 1043, 
58 S Ct 736 
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integrity and entirety. By this proc- 
ess any desired result may readily be 
reached. 

I conclude that the provisions of 
§ 203° relating to regulation of se- 
curity issues should not be considered 
since § 201 wholly excludes Jersey 
Central from the scheme of control 
established by the act. But if this 
conclusion were less obvious from the 
face of the act, the legislative history 
is convincing. 

When a proposed bill first came be- 
fore a committee of the House of Rep- 
resentatives, the chairman of the Fed- 
eral Power Commission, its sponsor, 
said :7 

“The new title II of the act is de- 
signed to secure coordination on a re- 
gional scale of the Nation’s power re- 
sources and to fill the gap in the pres- 
ent state regulation of electric utilities. 
It 1s conceived entirely as a supplement 


to, and not a substitute for state reg- 


ulation.” (Italics supplied. ) 

Section 201(a) of the bill as pre- 
sented granted the Commission con- 
trol of the “production” of electric 
energy, and “over-all facilities’’ for 
its transmission and sale in interstate 
commerce, “and over-all facilities con- 
nected therewith as parts of a system 
of power transmission situated in 
more than one state.” ; 

The National Association of Rail- 
road and Utility Commissioners, while 
recognizing the need of Federal legis- 
lation to fill the “gap” created by de- 


cisions of this court, urged that the 
bill, as introduced, would overlap and 
break down state regulation and sub- 
mitted amendments designed to avoid 
this result.* 

The spokesman for the association 
said of these proposed changes :* “ We 
have, accordingly, sought to make it 
as clear as language will that Con- 
gress does not in this case intend to 
regulate anything except interstate 
power, sold at wholesale.” With al- 
terations of expression not affecting 
their sense, the proposed amendments 
of § 201(a) were embodied in the sec- 
tion as enacted. 


I need not follow in detail the 
changes which were made in the bill 
in both branches of Congress. Suffice 
it is to say that they progressively em- 
phasized the purpose to regulate only 
those matters which the states could 
not regulate. 

In reporting the revised bill to the 
Senate, the Committee said: ” 

“Subsection (a) declares 
the policy of Congress to extend that 
regulation to those matters which can- 
not be regulated by the states and to 
assist the states in the exercise of their 
regulatory powers, but not to impair 
or diminish the powers of any State 
Commission. (Italics supplied.) 

“Subsection (b) defines the scope 
of this part of the act and the juris- 
diction of the Commission. ; 
This subsection leaves to the states the 
authority to fix local rates even in 





6 It is to be noted that, even if Jersey Cen- 
tral were a utility within the act, the proviso 
in § 201(a) limits the jurisdiction of the 
Commission under § 203 respecting the com- 
pany’s acquisition and disposition of facilities 
and issue of securities, just as it limits ‘he 
Commission's authority over other phases of 
the business, since these matters are subject to 


regulation, and are, in fact, regulated by New 
Jersey. 

7 Hearings on H. R. 5423 before House 
Committee on Interstate and Foreign Com- 
merce, 74th Cong. Ist Sess. p. 384. 

8 Hearings, supra, pp. 162C, 1622. 

91d. p. 1638. 

10 Senate Report No. 621, 74th Cong. Ist 
Sess. p. 48. 
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cases where the energy is brought in 
from another state. In Pennsylvania 
Gas Co. v. Public Service Commis- 
sion, 252 US 23, 64 L ed 434, PUR 
1920E 18, 40 S Ct 279, the Supreme 
Court held that such rates may be reg- 
ulated by the states in the absence of 
Federal legislation. The present bill 
carefully refrains from asserting Fed- 
eral jurisdiction over these rates. The 
rate-making powers of the Commis- 
sion are confined to those wholesale 
transactions which the Supreme Court 
held in Rhode Island Pub. Utilities 
Commission v. Attleboro Steam & 
Electric Co. 273 US 83, 71 L ed 549, 
PUR1927B 348, 47 S Ct 294, to be 
beyond the reach of the states.” 
Notwithstanding the statement in 
the Senate Committee’s report on the 
Senate bill that ‘““The revision has also 
removed every encroachment upon the 


authority of the states,” the House, 
not satisfied that state power had been 
adequately protected, struck out the 
entire Senate bill by amendment and 


substituted a new draft. In present- 
ing the amended bill to the House the 
Committee reported : ™ 

“The new Parts (II and III) are 
designed to meet the situation which 
has been created by the recent rapid 
growth of electric utilities along inter- 
state lines. Under the deci- 
sion of the Supreme Court of the 
United States in Rhode Island Pub. 
Utilities Commission v. Attleboro 
Steam & Electric Co. supra, the rates 
charged in interstate wholesale trans- 
mission may not be regulated by the 
states. Part II gives the Federal Pow- 
er Commission jurisdiction to regu- 
late these rates. A ‘wholesale’ trans- 
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action is defined to mean the sale of 
electric energy for resale and the Com- 
mission is given no jurisdiction over 
local rates even where the electric ener- 
gy moves in interstate commerce. 

“Part II gives control over security 
issues of interstate operating compa- 
nies in cases where no state Commis- 
sion has control and over the consoli- 
dation, purchase, and sale of interstate 
operating properties. . . . 

“The bill takes no authority from 
state Commissions and contains pro- 
visions authorizing the Federal Com- 
mission to aid the state Commissions 
in their efforts to ascertain and fix 
reasonable charges. Probably, 
no bill in recent years has so recog- 
nized the responsibilities of state reg- 
ulatory Commissions as does Title II 
of this bill.” (Italics supplied. ) 

In Conference Committee § 201 (a) 
(b) took its present form, which is 
the language of the House bill in all 
particulars here material. In the 
light of this history it is evident the 
Congress specifically refrained from 
the regulation of the business of any 
utility whose business transactions, 
especially as respects transmission and 
sale of energy, state authority could 
regulate. Such is the instant case. 

Both the language of the act and 
the legislative history show that Con- 
gress did not intend to regulate mat- 
ters affecting commerce, as well as 
commerce itself. It is interesting to 
compare, in this connection, other 
statutes enacted by the same Congress. 
Three adopted in July and August, 
1935, covered activities “affecting” 
commerce;™ three, including the 
Federal Power Act in question, adopt- 





1 House Report No. 1318, 74th Cong. Ist 
Sess. p. 7. 
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12 See National Labor Relations Act, § Z 
(7), 49 Stat 449, 450, 29 USCA § 152(7); 
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ed in August 1935 did not cover ac- 
tivities “affecting” commerce.” Thus 
the legislature’s discriminating use of 
language argues strongly for denial 
of the jurisdiction the Commission 
asserts. 


I think the judgment should be re- 
versed. 


The Chief Justice and Mr. Justice 
Frankfurter concur in this opinion. 





Public Utility Holding Company Act, § 1(c), 
49 Stat 803, 804, 15 USCA § 79a(c) ; Bitumi- 
poe Coal Conservation Act, § 1, 49 Stat 991, 


13See Federal Power Act, § 201(b), 49 
Stat 838, 847, 16 USCA § 824(b); Motor 
Carrier Act, § 202(b), 49 Stat 543, 49 USCA 
§ 302(b); Federal Alcohol Administration 
Act, § 3, 49 Stat 977, 978, 27 USCA § 203, 
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The Detroit Edison Company 


Commissioner of Internal Revenue 


[No. 675.] 
(— US —, 87 L ed —, 63 S Ct 902.) 


Depreciation, § 13 — Basis — Exclusion of customer contributions. 
Amounts contributed by customers towards the cost of service extensions, 
when not refundable, should be eliminated from the depreciable property 
of an electric utility company for the purpose of determining a depreciation 
deduction from income under the Federal income tax law. 


[May 3, 1943.] 


EVIEW of decision on depreciation deduction by Circuit Court 
R of Appeals, which sustained Board of Tax Appeals; af- 
firmed. For lower court decision, see (1942) 131 F(2d) 619, 
and for decision by Board of Tax Appeals, see 45 BTA 358. 


APPEARANCES: Norris Darrell, of 
New York city, for the petitioner ; 
Arnold Raum, of Washington, D. C., 
for respondent. 


Mr. Justice Jackson delivered the 
opinion of the court: 

The petitioner, The Detroit Edi- 
son Company, engages in the genera- 
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tion of electric energy and its distri- 
bution to the public in and near De- 
troit. It receives many applications 
for service which in its opinion would 
require an investment in extension of 
its facilities greater than prospective 
revenues therefrom would warrant. 
In such cases it undertakes to render 
the service if the applicant will pay 
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the estimated cost of the necessary 
construction. This is done by con- 
tract of which there are five varia- 
tions, some of which provide for re- 
funds of part of the customers’ cost 
if additional customers come in to 
share it, or if revenues exceed esti- 
mates. With these provisions we are 
not concerned, since the controversy 
here relates only to payments that 
never were, or which by the contracts 
have ceased to be, refundable. The 
amounts of the customers’ payments 
are fixed by an estimate of the cost; 
they never exceed, and sometimes fall 
short of, actual cost, but are not ad- 
justed because of the difference be- 
tween estimates and realization. 

The company constructs the facili- 
ties which become its property, and 
adds the full cost to its appropriate 
property accounts without deduction 
for the customer paymenf. It claims 
as a base for computing its deprecia- 
tion the investment for which the 
company is then reimbursed. Cus- 
tomers’ payments are not appropriated 
to the particular construction nor ear- 
marked for it, but go into the com- 
pany’s general working funds. Dur- 
ing the period that a payment is sub- 
ject to refund it is carried in a sus- 
pense account; but if it is not subject 
to refund, or when the refund period 
is past, the unrefunded and unrefund- 
able balances are transferred to sur- 
plus through an account designated as 
“Contributions for Extensions.” 

During 1936 and 1937, the years in 
question, the company added to its 
surplus from such sources $36,065.81 
and $47,500.67, respectively. The 


Commissioner eliminated from the 
depreciable property of the company 
that portion of the cost equivalent to 
the unrefunded and unrefundable bal- 
ances of the deposits. These elimi- 
nations, amounting to upwards of 
$1,160,000 in each year, resulted in 
disallowing depreciation deductions 
from income of $40,273.11 for 1936 
and $41,786.26 for 1937, and in de- 
ficiencies which the company contest- 
ed. The board of tax appeals sus- 
tained the Commissioner and the cir- 
cuit court of appeals affirmed.’ Be- 


cause the decision appeared to conflict 
with principles followed in another 
circuit,? we granted certiorari. 


A deduction from gross income on 
account of depreciation is permitted 
by § 23(/) of the applicable Revenue 
Act, 26 USCA § 23I, p. 829 in these 
terms: “A reasonable allowance for 
the exhaustion, wear, and tear of 
property used in the trade or business, 
including a reasonable allowance for 
obsolescence.” * For the basis we are 
referred by § 23(n) to § 114 of the 
act which refers us again to § 113(b) 
thereof which provides an “adjusted 
basis” for gain or loss but which again 
refers us to § 113(a) for the basis 
upon which adjustment is to be made. 
The sum of these is that the basis of 
depreciation allowance “shall be the 
cost of such property” [§ 113(a)] 
making “proper adjustment” in re- 
spect of the property “for expendi- 
tures, receipts, losses, or other items, 
properly chargeable to capital ac- 
count,” [§ 113(b)(1)(A)] except 
in case of certain gifts, transfers as 
paid-in surplus, or contributions to 





145 B. T. A. 358; (1942) 131 F(2d) 619. 
2 Arundel-Brooks Concrete Corp. v. Com- 
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missioner of Internal Revenue (1942) 129 
F(2d) 762. 
3 Revenue Act of 1936, 49 Stat 1648. 
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capital [§ 113(a)(2), (8)(B)], 
which exceptions we will later con- 
sider. 

It will be seen that the rule appli- 
cable to most business property of a 
cost basis properly adjusted leaves 
many problems of depreciation ac- 
counting to be answered by sound and 
fair tax administration. The end and 
purpose of it all is to approximate and 
reflect the financial consequences to 
the taxpayer of the subtle effects of 
time and use on the value of his capi- 
tal assets. For this purpose it is 
sound accounting practice annually to 
accrue as to each classification of de- 
preciable property an amount which 
at the time it is retired will with its 
salvage value replace the original in- 
vestment therein. Or as a layman 
might put it, the machine in its life 
time must pay for itself before it can 
be said to pay anything to its owner. 


Experience and judgment hit upon 
usable mortality tables for classes of 
property from which annual rates of 
accrual are estimated and several dif- 
ferent methods are employed for re- 
lating this physical deterioration and 
functional obsolescence to financial 


statements. The calculation is influ- 
enced by too many variables to be 
standardized for differing enter- 
prises, assets, conditions, or methods 
of business. The Congress wisely re- 
frained from formalizing its methods 
and we prescribe no over-all rules. 
But we think the statutory provi- 
sion that the “basis of property shall 
be the cost of such property” [§ 113 
(a)] normally means, and that in this 
case the Commissioner was justified 
in applying it to mean, cost to the tax- 
payer. A property may have a cost 
history quite different from its cost to 
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the taxpayer. It may have been pur- 
chased for less or more than original 
cost, or built by contract which called 
for payments on which the builder 
profited greatly or suffered heavy loss. 
But generally and in this case the 
Commissioner was in no error in rul- 
ing that the taxpayer’s outlay is the 
measure of his recoupment through 
depreciation accruals. 

If this were otherwise in doubt it 
would be made clear by the provisions 
for “proper adjustment” of cost for 
receipts properly chargeable to capital 
account found in § 113(b)(1)(A). 
The customer payments so far as in 
question found their way into the 
company’s capital accounts by way of 
an addition to surplus. Their inter- 
dependency with the increases in 
property accounts caused by the con- 
struction they induced justified the 
Commissioner in relating the one to 
the other for the purpose of adjusting 
the basis for depreciation. 

The company, however, seeks to 
avoid this result by the contention that 
what it has obtained are gifts to it or 
contributions to its capital of the 
property paid for by the customer, 
and that therefore by the provisions 
of § 113(a)(2) and (8) (B) it takes 
the basis of the donor or transferor. 
It is enough to say that it overtaxes 
imagination to regard the farmers and 
other customers who furnished these 
funds as makers either of donations 
or contributions to the company. The 
transaction neither in form nor in 
substance bore such a semblance. 

The payments were to the customer 
the price of the service. The receipts 
have gone, so far as here involved, to 
add to the company’s surplus. They 
have not been taxed as income, pre- 
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sumably because it has been thought 
to be precluded by this court’s deci- 
sions in Edwards v. Cuba R. Co. 
(1925) 268 US 628, 69 L ed 1124, 
45 S Ct 614, holding that under the 
circumstances of that case a govern- 
ment subsidy to induce railroad con- 
struction was not income. But it does 
not follow that the company must be 
permitted to recoup through untaxed 
depreciation accruals on investment it 
has refused to make. The Commis- 
sioner was warranted in adjusting the 


depreciation base to represent the tax- 
payer’s net investment. Nothing in 
the regulations is to the contrary and 
nothing in Helvering v. American 
Dental Co. (1943) — US —, 87 L 
ed —, 63 S Ct 577, when read in the 
context of its facts touches this prob- 
lem at all. 
Affirmed. 


The Chief Justice did not partici- 
pate in the consideration or decision 
of this case. 





SECURITIES AND EXCHANGE COMMISSION 


Re Republic Service Corporation et al. 


[File Nos. 59-47, 54-63, Release No. 4128.] 


Intercorporate relations, § 19.5 — Integration of holding company system — Geo- 


graphical integration. 


1. A holding company controlling electric utility subsidiaries in two states 
which do not adjoin may, under clause B of § 11(b)(1) of the Holding 
Company Act, 15 USCA § 79k(b)(1), retain in its system, at most, only 
the subsidiaries in one of the two states, p. 151. 


Corporations, § 18 — Voting power — Holding Company Act. 
2. A holding company’s corporate structure unfairly and inequitably dis- 
tributes voting power among its security holders, where the common stock 
of the holding company has no equity in the company but controls 75.6 per 


cent of its voting power, p. 153. 


Intercorporate relations, § 19.7 — Simplification of holding company system — 


Corporate structure. 


3. A holding company’s corporate structure unduly complicates the struc- 
ture of the holding company system where there is no equity for the com- 
mon stock, where the proportion of the company’s debt to its property and 
capitalization is extremely high, and where the earnings of the system are 
insufficient to support the capitalization of the holding company, p. 153. 


[February 19, 1943.] 


ROCEEDING under § 11 of Holding Company Act concerning 
P simplification of holding company system; simplification 
ordered. 
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APPEARANCES: Evans, Bayard & 
Frick, by Francis H. Scheetz and 
Robert Gibbon, for respondents; 
Samuel G.. Miller and Albert Luttrell, 
for Pennsylvania Public Utility Com- 
mission; Warren and McGroddy, by 
Lynne A. Warren and Charles B. 
McGroddy, Jr., for Irving H. Isaac; 
Lester Nurick, of the Public Utilities 
Division of the Commission. 


By the Commission: These pro- 
ceedings were initiated by the Com- 
mission pursuant to notices and or- 
ders for hearing dated May 8 and 
June 17, 1942, issued under §§ 11 
(b)(1) and 11(b)(2) of the Public 
Utility Holding Company Act of 
1935, 15 USCA § 79K(b)(1)(2), 
against Republic Service Corporation 
(“Republic”), a registered holding 
company, and its subsidiaries. Hear- 


ings have been duly held from time 


to time on the issues raised in the 
said notices and orders. On Novem- 
ber 16, 1942 Republic and its sub- 
sidiaries filed a plan under § 11(e) 
of the act designed to effect com- 
pliance with §§ 11(b)(1) and 11(b) 
(2). The proceedings with respect 
to the plan were consolidated with 
the proceedings under §§ 11(b) (1) 
and 11(b)(2) and hearings held 
thereon.’ On January 9, 1943, the 
Commission issued a notice and order 
directing that consideration be given 
at the reconvening of the hearings 
on January 18, 1943, to the following 
issues: 

1. Whether the Commission should 
enter an order forthwith pursuant to 


§ 11(b)(1) of the act requiring the 
divestment by Republic of all interests 
held by it, directly or indirectly, in the 
businesses conducted and _ properties 
owned by Page Power Company, 
Madison Power Company, Massanut- 
ten Power Corporation, Massanutten 
Water Corporation, Holston River 
Power Company, Lehigh Ice Com- 
pany, and Susquehanna Ice Company, 

2. Whether the Commission should 
enter an order forthwith pursuant to 
§ 11(b)(2) of the act requiring the 
recapitalization of Republic so as to 
ensure that its corporate structure 
does not unduly or unnecessarily com- 
plicate the structure, or unfairly or § 
inequitably distribute voting power 
among security holders, of the Re- 
public holding company system. 

We are concerned here only with 
the issues raised in our orders pursu- 
ant to §§ 11(b)(1) and 11(b)(2)§ 
and not with the plan. All parties 
have waived the filing of briefs, the 
submission of requests for specific 
findings, and oral argument. The 
Commission, having examined the 
record, makes the following findings: 


Description of Republic System 


Republic, solely a holding company, 
is incorporated under the laws of 
Delaware and has fifteen operating 
subsidiaries, eleven of which are elec- 
tric utility companies and five of 
which are nonutility companies.” The 
following table sets forth the name, 
business, and state of operation and 
incorporation of each _ subsidiary, 





1The consolidated proceedings have been 
continued subject to the call of the Trial Ex- 
aminer, and it is contemplated that upon the 
reconvening of the hearings, further evidence 
will be taken with respect to the issues raised 
by the plan, and the remainder of the issues 
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under §§ 11(b)(1) and 11(b)(2) not dis- 
posed of herein. 

2In addition, Republic has a subsidiary serv- 
ice company, Republic Service Management 
Company. 
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together with its total assets, per 
books, as of July 31, 1942, and gross 
revenues for the twelve months end- 
ing July 31, 1942: 


ginia and ten subsidiaries operate in 
Pennsylvania. The utility properties 
in Virginia consist of the so-called 
Page group and Holston. The Page 


TABLE I 


Name * Business 


Abington Electric Company 
Brockway Light, Heat & 
Company 
Fulton Electric Light, 
Power Company 
Greencastle ia Heat, Fuel & 
POMIGE E la CWiiasione nesses Electric 
Mauch Chunk Heat, Power & Elec- 
AUIS EE OG. oo oF cee cieeses Electric 
Mercersburg, Lehmasters & Markes 
PICOIOLOO. 2% sf ccwon cds soeu ous Electric 
Renovo Edison Light, Heat 
Power Company 
Renovo Heating Company 
Lehigh Ice Company 
Susquehantia Ice Coy... ..ccceeses Ice 
Holston River Power Co. ........ Electric 
Madison Power Company Electric 
Massanutten Power Corp. ....... Electric 
Page Power Company Electric 
Massanutten Water Corp. .... Water 
REPUBLIC SYSTEM (Consol. ) 


Electric 


Operation and 


Gross Revenues 
a _ — 


J i a "t942 

$329,621 
125,068 
41,497 
67,896 
118,811 
145,778 
123,022 


State of Total Assets 
as of 
July 31, 1942 
$1,152,815 
252,059 
149,368 
163,327 
368,160 
457,427 


374,942 
104,698 
67,493 
49,452 
951,499 
318,807 
343,741 
1,904,392 
85,735 
8,828,668 


Incorporation 


Pennsylvania 
Pennsylvania 
Pennsylvania 
Pennsylvania 
Pennsylvania 
Pennsylvania 


Pennsylvania 
Pennsylvania 
Pennsylvania 
Pennsylvania 
Virginia 
Virginia 
Virginia 
Virginia 
Virginia 
| B 527, 419 


* Sometimes hereinafter designated by self-evident abbreviations. 


Republic owns all of the outstand- 
ing securities of the above companies 
with the exception of Mauch Chunk, 
of which 61 shares (7.6 per cent) of 


itt 6 per cent cumulative pre- 
ferred stock and 597 shares (14.9 per 
cent) of its common stock are owned 
by National Power & Light Company, 
a registered holding company,® and a 
subsidiary of Electric Bond and Share 
Company, also a registered holding 
company. 


Compliance by Republic with 
§ 11(6)(1) 


[1] It will be noted that five sub- 
sidiaries of Republic operate in Vir- 


group, comprising Page, Massanut- 
ten Power, and Madison, which are 
all interconnected and operated as a 
unit, serves the northern end of the 
Shenandoah valley in Virginia. Hols- 
ton serves a few small communities 
in the southwest corner of Virginia, 
about 250 miles from the Page group. 
The Page group generates about 85 
per cent of its power requirements 
and Holston generates about 67 per 
cent of its power requirements. Mas- 
sanutten Water supplies water to the 
town of Shenandoah, Virginia, pur- 
chasing its power requirements from 
Massanutten Power. The Virginia 
subsidiaries had combined total assets, 





3 Mauch Chunk has filed an application with 
us (File No. 70-634) for approval of the 
purchase and National Power & Light Com- 
pany has filed an application (File No. 70- 
635) for approval of the sale of this minority 
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interest. were consoli- 
dated for the purpose of hearing, and a hear- 
ing has been duly held, but the Commission 
has not as yet passed on these matters. 
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per books, at July 31, 1942, of $3,- 
604,173 and for the twelve months 
ending July 31, 1942, reported gross 
operating revenues of $535,501 and 
gross income of $99,265. 

Republic’s utility properties in 
Pennsylvania consist of five separate 
groups, each of which is relatively 
small in size, and none of which is 
physically interconnected or economi- 
cally capable of interconnection with 
any other. The properties are scat- 
tered throughout the state, Abington 
and Mauch Chunk operating in the 
east central section of the state, 
Renovo Edison in the north central 
section, Brockway about 60 miles 
west of Renovo Edison’s territory, 
and Fulton, Greencastle, and Mercers- 
burg (known, as the “Mercersburg 
group”) serving in the south cen- 
tral section of the state. Both Abing- 
ton and Renovo Edison generate all 
of their energy requirements, the 
Mercersburg group purchases about 
93 per cent of its energy requirements, 
and Brockway and Mauch Chunk 
purchase all of their energy require- 
ments. The Pennsylvania subsidiaries 
had combined total assets per books 
of $3,139,740 at July 31, 1942, and 
for the twelve months ending July 
31, 1942, reported gross operating 
revenues of $991,917 and gross in- 
come of $182,815. 

There is no operating relationship 
of any kind between the Virginia sub- 
sidiaries and the Pennsylvania subsid- 
iaries except that the service com- 


pany for the system renders service, 


for all of Republic’s subsidiaries, 
The character of the territories served 
by, and the nature of the problems 
of, the Virginia subsidiaries are es- 
sentially different from those of the 
Pennsylvania subsidiaries. 
no physical interconnection between 
any of the Virginia and Pennsylvania 
properties. 

Under Clause B of § 11(b)(1),a 
holding company may continue to 
control a public utility system or sys- 
tems additional to the “single inte- 
grated public utility system” referred 
to in § 11(b)(1), assuming the re- 
quirements of Clauses A and C can 
be met, only if all such additional sys- 
tems are located in the same state or 
states in which the “single system” 
is located or in states adjacent there- 
to.‘ 

The states of Pennsylvania and 
Virginia do not adjoin and, therefore, 
under Clause B of § 11(b)(1) Re- 
public could, at most, retain in its 
system only its utility subsidiaries in 
one of the states. ‘The plan filed by 
Republic pursuant to § 11(e), rec- 
ognizing that the Virginia and 
Pennsylvania subsidiaries cannot be 
retained by Republic in the same sys- 
tem under Clause B of § 11(b)(1), 
proposes to divest from the system 
the Virginia subsidiaries.’ Under the 
circumstances, this choice does not 
appear inappropriate to us. Massanut- 
ten Water, the only nonutility subsid- 
iary in Virginia, is clearly not re- 
tainable as reasonably incidental or 
economically necessary or appropriate 





#Re The United Light & P. Co. (1941) 
Holding Company Act Release No. 2923; Re 
Engineers Pub. Service Co. (1941) Holding 
Company Act Release No. 2897, 40 PUR 
(NS) 1. 

5 Under the plan Republic proposes (a) to 
consolidate the Virginia utility subsidiaries 


inte a new operating company, the securities 
of which will be distributed to security hold- 
ers of Republic and (b) to form a new hold- 
ing company for the Pennsylvania subsidiaries. 
Republic has informed us by letter dated 
February 12, 1943, that it has no objection 
to an order requiring the divestment of the 
Virginia subsidiaries, 
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to the operations of any or all of the 
Pennsylvania utility subsidiaries; and 
the respondents have not contended 
that it is retainable along with the 
Pennsylvania subsidiaries. There is 
no operating relationship of any kind 
between it and any of the Pennsyl- 
vania properties. It must therefore 
be divested along with the divestment 
of the Virginia utility subsidiaries. 
Accordingly, our order will provide 
for the divestment by Republic of its 
ownership and control of Page, Hols- 
ton, Madison, Massanutten Power, 
and Massanutten Water. 

Divestment of the Virginia subsidi- 
aries will leave Republic with control 
of ten Pennsylvania subsidiaries, of 
which seven are electric utility com- 
panies, two are ice companies, and 
one is a heating company. There still 
remains to be considered. whether all 
or any part of such utility properties 
in Pennsylvania constitute an integrat- 
ed utility system or systems retainable 
under the standards of Clauses A 
and C of § 11(b)(1), and whether 
the nonutility ice and heating busi- 
nesses in Pennsylvania are retainable 
in connection with any such utility 
properties. These questions will be 
reserved for consideration at a subse- 
quent stage of this proceeding. 


Compliance by Republic with 
§ 11(b) (2) 

[2, 3] The remaining question to 
be decided at this time is whether an 
order should be entered requiring Re- 
public to recapitalize so as to cure any 
unfair or inequitable distribution of 
voting power among its security hold- 
ers and to ensure that its corporate 
structure does not unduly or unneces- 
sarily complicate the structure of the 
system. 

It has been conceded by the, re- 
spondents, and the record clearly 
shows, that there is no equity in the 
earnings and assets of Republic for 
the common stock, which, at present, 
controls 75.6 per cent of the voting 
power of the company. The common 
stock is entitled to one vote per share 
and has exclusive voting rights, except 
when preferred stock dividends are in 
arrears for four quarterly periods. 
Due to arrearages, the preferred stock 
is now entitled to one vote per share 
and controls 24.4 per cent of the vot- 
ing power of the company. 

The following table sets forth perti- 
nent data with respect to earnings, 
interest, and preferred dividend re- 
quirements of Republic on a consoli- 
dated basis for the years 1932 through 
1941; 


TABLE II 


Interest 


on 
Long Term 
Debt 


Gross 
Income 


waev eee seco se $429,567 $230,700 
230,342 
226,415 


224,575 


232,700 


315,660 : 
232,518 


265,895 


Balance 
(Deficit) 
Available 
for Common 


$34,584 
(4,935) 
(52,740) 
(38,251) 
(72,717) 
(34,693) 
(56,657) 


Net Income 
Available for Preferred / 
Preferred Dividend 
and Common Requirements 


$140,070 $105,486 
100,551 105,486 
52,746 105,486 
67,235 105,486 
32,769 105,486 
70,793 105,486 
48,829 105,486 
22,500 105,486 (82,968) 
44,781 105,486 (60,705) 
1,084 105,486 (104,402) 
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As of December 31, 1941, there 
were preferred stock dividend arrears 
of $57.75 a share, totaling $1,015,303. 
Based upon the exceedingly poor past 
earnings record of the system, the 
downward trend of earnings, and the 
lack of any reasonable prospect that 
earnings will increase in the future 
sufficiently to cover the preferred 
stock dividend requirements ® it is ap- 
parent that the common stock cannot 
hope to participate in future earn- 
ings. 

The consolidated capitalization of 
Republic, as of July 31, 1942, per 
books, and as adjusted to reflect divi- 
dend arrears on the preferred stock 
and to state the preferred stock at its 
liquidating preference of $100 a share, 
was as follows: 


account of Republic’s subsidiaries at 
July 31, 1942, was as follows: 


TABLE IV 


Electric plant in service stated at 
original cost as determined by the 
various subsidiaries 

Plant held for future use 

Physical property not used in op- 
erations 

Electric Plant Adjustments: 
Excess of book cost over original 

cost on Virginia subsidiaries .. 
Excess of book cost over original 
cost on Pennsylvania subsidi- 

aries 
Excess of original cost over book 
cost on Pennsylvania subsidi- 
i (463,174) 


233,273 
++ $6,193,814 


In the case of the Virginia sub- 
sidiaries, the original cost studies 
have been passed upon by the State 
Corporation Commission, which has 


$6,087,749 
16,762 
145,186 
134,935 


39,083 


"Ota: “vies 


TABLE III 


Per Books % Adjusted 


First Lien Collateral Trust 5% Series A Bonds, 


Due 1951 
Minority Interest in Mauch Chunk 
$6 Preferred Stock (No Par) 
Common Stock (No Par) 
Surplus 


64.0 $4,543,000 
0.3 24,6 


1,922,927* 27.1 see 
609,848 8.6 eocce 


$6 Preferred Stock (No Par) Liquidating Value 


per share 
Preferred Stock Dividend Arrears 


Total Capitalization 


eee 1,758,100 
cece 1,076,837 : 
‘eeee (302,162)** (4.1) 


$7,100,396 100.0 $7,100,396 100.0 


* Republic does not segregate its Preferred and Common stock accounts on its books. 
** The comparable consolidated deficit applicable to the common stock and surplus as of 
December 31, 1941 was $250,508, and on a corporate basis the deficit was $644,788. 


Debt and Property 


The combined plant and property 


approved the carrying of the indicated 
excesses of book cost over original 
cost in the electric plant adjustments 





6 An estimate of prospective earnings of the 
system made by W. C. Devin, an engineer 
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ports this conclusion, 
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account and has also approved the 
amortization of such amount out of 
earnings over a 25-year period begin- 
ning in 1940. The original cost fig- 
ures shown for the Pennsylvania sub- 
sidiaries have not been passed upon 
by the Pennsylvania Public Utility 
Commission. The subsidiaries have 
placed the difference between the orig- 
inal cost as found by them and the 
book cost in electric plant adjustments 
account pending final approval and 
disposition by the Pennsylvania Com- 
mission. 

The following table sets forth the 
net plant and property plus net current 
assets, and ratios of debt and pre- 
ferred stock thereto: 


TABLE V 
Gross Plant and Property Ac- 
county of Subsidiaries (com- 
bined ) $6,193,814 
Less : 
Reserve for Depreciation .... 1,365,630* 
Net Plant and Property Ac- 
$4,828,184 
Add: 
Net Current Assets (Consoli- 


167,140 


Net Plant and Property Ac- 

count Plus Net Current 

Assets $4,995,324 
$4,543,000 
2,834,937 


94.1% 


Long-term Debt 

Preferred Stock Plus Dividend 
Arrears ** 

Ratio of Debt to Net Plant and 
Property Account 

Ratio of Debt to Net Plant and 
Property Account Plus Net 
Current Assets (consolidated) 

Ratio of Debt and Preferred 
Stock and Dividend Arrears to 
Net Plant and Property Ac- 
count Plus Net Current Assets 
(consolidated ) 


*The reserve is equivalent to 22.04% of 
the combined plant and property account. 

** Preferred stock is taken at liquidating 
value of $1,758,100. Preferred dividend ar- 
rears totaled $1,076,837 at July 31, 1942. 


90.9% 


The above table does not give con- 
sideration to the excess cost to Repub- 
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lic of investments in subsidiary com- 
panies over underlying book values at 
dates of acquisition in the amount of 
$1,899,503. To justify the inclusion 
of any part of this excess cost in con- 
sidering the security structure of the 
Republic system, it would be necessary 
to capitalize the 1941 consolidated 
gross income of $265,895 at a rate 
lower than 5.3 per cent. In view of 
the size and nature of the properties, 
and the unfavorable trend of earnings, 
we doubt very much if the inclusion 
of any part of such excess cost is jus- 
tifiable. Moreover, Republic itself has 
provided for the elimination of such 
excess cost in the § 11(e) plan filed 
with us. 

It is thus apparent that from both 
an earnings and asset standpoint there 
is no equity available for the common 
stock, that there is an inequitable dis- 
tribution of voting power, and that 
the corporate structure of Republic is 
unduly and unnecessarily complicated. 

In view of (a) the absence of any 
equity for the common stock, (b) the 
large accumulations of preferred stock 
dividend arrears, (c) the extremely 
high proportion of the debt of Repub- 
lic to property and capitalization, (d) 
the high proportion of the total of the 
debt, preferred stock, and preferred 
stock dividend arrears to property and 
capitalization, and (e) the insuf- 
ficiency of the earnings of the system 
to support the capitalization of Re- 
public it is clear that Republic’s cor- 
porate structure unduly and unneces- 
sarily complicates the structure of the 
system and unfairly and inequitably 
distributes voting power among secu- 
rity holders contrary to the require- 
ments of § 11(b)(2). Indeed, the re- 
spondents admit that the corporate 
48 PUR(NS) 
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structure is in need of recapitalization 
even apart from the requirements of 
the Holding Company Act, and that 
the inequitable distribution of voting 
power can be cured only by a readjust- 
ment of Republic’s corporate struc- 
ture, including the debt. 

We conclude, therefore, that a re- 
capitalization of Republic is necessary 
to ensure that its corporate structure 
does not unduly or unnecessarily com- 


plicate the structure or unfairly or in- 
equitably distribute voting power 
among security holders, and that, upon 
such recapitalization, the common 
stock shall be accorded no participa- 
tion. We wish to point out that the 
recapitalized security structure will be 
required to conform to the standards 
of § 7 of the act, 15 USCA § 79, 
as well as to those of § 11(b) (2). 
An appropriate order will issue. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, 
STATE DIVISION, PUBLIC SERVICE COMMISSION 


Re Buffalo Niagara 


Electric Corporation 


[Case No. 11078.] 


Service, § 157 — Power contract — Terms — Renewal. 


A service classification for the sale of primary power should not provide 
that the initial contract term of one year shall be renewed for another 
term of one year, and so on successively, unless the customer cancels the 
contract within thirty days prior to its expiration, but instead the cus- 
tomer should be permitted to cancel the contract at any time after expira- 
tion of the initial term by giving the company ninety days’ prior written 


notice. 


[March 16, 1943.] 


__ agen on motion of Commission as to rule and regula- 
tion relating to term provision of primary power contract; 
modification recommended. 


¥ 


APPEARANCES: Gay H. Brown, 
Counsel (by Richard C. Llop, Princi- 
pal Attorney), for the Public Service 
Commission; A. T. O’Neill, Buffalo, 
Attorney, for the Buffalo Niagara 
Electric Corporation; Andrew P. Ro- 
man, Corporation Counsel (by Fred 
C. Maloney, Assistant Corporation 
Counsel), Buffalo, for the city of 
Buffalo. 


BurriTT, Commissioner: This in- 


vestigation concerns the “term” pro- 
vision of Service Classification No. 6, 
of P.S.C. No. 5, for the sale of pri- 
mary power. Under this provision it 
is required that the consumer shall 
execute a contract for a period of one 
year and unless, within thirty days 
prior to the expiration date of that 
contract, the customer cancels it, it is 
thereby renewed for another term of 
one year, and so on, successively. Ex- 
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RE BUFFALO NIAGARA ELECTRIC CORPORATION 


cept in the rather special situation of 
the Niagara Falls Power Company, 
there is no similar provision in the 
rates of other Niagara Hudson com- 
panies ; in fact this type of term pro- 
vision has been eliminated from most 
rates throughout the state, and cus- 
tomers generally may discontinue 
service on thirty days’ notice at any 
time after the initial period. 

Since a term provision of this char- 
acter is considered objectionable the 
Tariff Bureau was directed to take up 
with the company a modification of it. 
By letter dated December 8, 1942 Mr. 
John Kimball, in charge of rate mat- 
ters for the company, stated that the 
company could not agree to such 
modification; whereupon this investi- 
gation was ordered on January 11th. 
Hearing was held at Buffalo on Janu- 
ary 22, 1943. 


The Rate 


Mr. Kimball testified that under 
this rate (Service Classification No. 6, 
P.S.C. No. 5) the minimum bill re- 
quired of the customer is predicated 
upon 50 per cent of the maximum de- 
mand which that customer had taken 
during the twelve months preceding 
the month for which the bill was ren- 
dered. The demand charges in the 
service classification are: 


First 75 kw. or less, $75.00, equal to $1, per 


Next 1,925 kw. at the rate of 80 cents per kw. 


and the excess over 2,000 kw. at the rate of 
75 cents per kw. 


The witness stated that the average 
charge per kilowatt of demand is 
about 80 cents; thus, if a customer 
establishes a demand of 1,000 kilo- 
watts, his minimum bill for the ensu- 
ing twelve months would be based 
upon 500 kilowatts, and that, in turn, 
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at 80 cents would be $400, so that if 
a customer should at some time decide 
to cease taking service entirely, and 
assuming that he had created a de- 
mand of 1,000 kilowatts, and had six 
months left in his contract term, he 
would be required under the pro- 
vision to pay $400 per month for the 
remaining six months, or a minimum 
bill to the termination of his contract, 
of $2,400, which is roughly $2.40 per 
kilowatt of his maximum demand. 


Customers 


The company serves about 200,000 
residential customers and about 
27,000 small commercial customers. 
The individual loads of these custom- 
ers are not substantial, and there is a 
good diversity of load. Irrespective 
of conditions the amount of energy 
sold these customers from year to year 
is said not to vary to a substantial ex- 
tent. These customers are therefore 
given an open-order term; such cus- 
tomers can be connected today and 
disconnected two months from today, 
without obligations and without no- 
ticeable effect on the company. 

On the primary rate the company 
now has 591 customers whose term of 
service is the subject of this investi- 
gation. These customers pay up to 
$400,000 annually for service. They 
take very substantial amounts of pow- 
er, facilities for which the company is 
required to keep available. Mr. Kim- 
ball states that the company takes the 
position that customers of this kind 
should not be treated the same as small 
residential and commercial consumers 
because of their lack of diversity, and 
that the company should not be re- 
quired to assume all the risks in pro- 
viding facilities for these large indus- 
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trial customers, particularly as they 
are served at a lower rate. 

The number of customers taking 
service under Service Classification 
No. 6 of P.S.C. No. 5, has not been 
below approximately 450 in recent 
years, nor above about 600. This is 
about one-fourth of one per cent of 
all the customers of the company. 
However, according to Mr. Kimball, 
these customers take 59 per cent of 
all the kilowatt hours which the com- 
pany sells, and pay the company 31 
per cent of all the revenue which it 
collects. Mr. Kimball pointed out 
that the company had just completed 


provided for this unusual load ; where- 
as, if the company is permitted to con- 
tinue the present term provision that 
possibility would not arise all at once, 
but revenues would gradually taper 
off over a period of a year. 

Exhibit 1, which is a list of 199 of 
the larger industrial customers out of 
591, shows that the yearly term of 
about 73 of these large customers ex- 
pires on November Ist, and of another 
45 about March lst. A summary of 
this Exhibit No. 1, shows noncoinci- 
dent demands, the kilowatt hours 
used, and the total billing. A sum- 
mary of Exhibit No. 1 follows: 


SERVICE CLASSIFICATION NO. 6 
Year 1942 


Buffalo District 
170 larger consumers 
324* other consumers 
Tonawanda District 
20 larger consumers 
24* other consumers 
Niagara Falls District 
9 larger consumers 
44* other consumers 


Total company 
* December count. 


the installation of an 80,000-kilowatt 
unit at its Huntley station, and now 
has 445,000 kilowatts of power avail- 
able. He claims that an additional 
unit was required principally to pro- 
vide service for these large industrial 
customers, whose aggregate (but not 
coincident) demand in 1942 was 308,- 
578 kilowatts and whose use was 1,- 
221,000,000 kilowatt hours. This 
was nearly twice the 594,000,000 kilo- 
watt hours taken in 1938, which was 
a period of lower demand. There- 
fore, if the present war effort should 
cease suddenly, Mr. Kimball contends 
that the company stands to lose heav- 
ily upon the facilities which it has 


Non Co-Inc. 


Demands Kw. hrs Used Total billing 
236,860 


36,618* 


977,370,033 
115,652,393 


92,462,060 
5,505,320 


14,546,679 
15,661,240 


1,221,197,725 


$5,930,725.81 
1,065,248.64 


578,251.67 
58,622.55 


97,642.30 
139,413.92 


$7,869,904.89 





Mention has been made of the fact 
that there are no similar one-year 
term provisions in the rates of other 
Niagara Hudson companies, except 
Niagara Falls Power Company. 
Asked as to the reasons why this 
should be so, the witness Kimball gave 
two principal reasons,—(1) that the 
demand charges in the central and 
eastern divisions are from one-third 
to one-half higher than in the western 
division, and (2) that there is in his 
opinion a larger proportion of indus- 
tries engaged in the war effort in the 
western division than in either of the 
other divisions, although he admitted 
that he had made no studies to deter- 
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mine the facts and was only giving a 
general opinion as to this. As indi- 
cated above, a large number of the 
term contracts will expire about the 
same time due to the fact that these 
service classifications were revamped 
about two years ago, and each cus- 
tomer was asked to sign a new con- 
tract, which most of them did. For 
these reasons Mr. Kimball thinks that 
the western division has more “chance 
of being severely hit through the fall- 
ing off of industrial business than will 
be the case in the other two divisions.” 

Mr. Kimball testified that the de- 
mand charge is approximately 40 per 
cent higher in the central than in the 
western division, or an average of 
$1.10 to $1.15 per kilowatt, as com- 
pared with 80 cents per kilowatt. In 
@ the eastern division the demand charge 
is on a kilovolt-ampere basis, but he 
thought it would work out to about 
40 to 45 per cent more than in the 
western division. Customers in the 
western division who change over to 
other rates (e. g., S.C. No. 5) would 
pay 20 to 25 per cent more for their 
power. 

In the eastern division customers on 
the large power rate originally signed 
for one year and thereafter can cancel 
on ninety days’ notice. In the central 
division the large power user can can- 
cel at any time, but if he does he must 
cease taking service entirely under the 
rate for a period of thirty days; thus a 
customer cannot cut down his load to 
10 per cent of what he has been taking 
and avoid the minimum bill by execut- 
ing a new contract, as few customers 
are in position to do without any serv- 
ice whatever. Mr. Kimball admitted 
that such a provision “would give 
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some protection” especially with a 90- 
day cancellation provision, though he 
did not think “it would give as much 
as we already have.” 

The Central New York Power term 
provision is as follows: “Customer 
miay terminate service after three days’ 
notice to company, provided that 

such customer shall pay an 
amount, if any is required, sufficient 
tc make the total payments for serv- 
ice since service was last connected 
equal to twelve times the minimum 
monthly charge.” 

A further provision is as foliows: 
“The expression ‘terminate service’ 
means that the taking of all service by 
the customer at a given location shall 
entirely cease for not less than thirty 
days.” 


Conclusion 


The principal reason for the term 
provision is to give some protection 
to the company’s large investment in 
additional plant built primarily to pro- 


vide service to large industries. It is 
claimed, especially under conditions in- 
duced by the war effort in the Buffalo 
area, that the company is required to 
provide for large loads needed by these 
industries during wartime and which 
are now practically double their nor- 
mal loads; that these enlarged facili- 
ties are not required by other types of 
customers; and that the company 
should be enabled to recover more of 
the fixed charges on such investments 
than is likely to be the case when cus- 
tomers are permitted to discontinue 
their taking of power on short notice. 
By the yearly term the company seeks 
to make the customer continue to pay 
a minimum demand charge over a 
longer period and thus to recover more 
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of its costs to provide facilities which 
may not be required at other times. 
That there is some merit in this con- 
tention, it must be admitted. It does 
not appear, however, that successive 
terms of one year are required to rea- 
sonably achieve such a purpose. The 
mere application of the 50 per cent 
ratchet upon demand charges for a 
period of one year following each peak 
demand would give considerable pro- 
tection since, as Mr. Kimball testified, 
experience has shown that few custom- 
ers entirely terminate service. Cer- 
tainly this, coupled with a requirement 
of ninety days’ notice of termination 
would give sufficient protection. 


Recommendation 


The company should revise the term 
provision of its Service Classification 
No. 6 of P.S.C. No. 5 to read as fol- 
lows: 

“The term shall be for one year 
beginning with the commencement of 


service as specified in the contract and 
shall continue in full force and effect 
until canceled, as herein provided, 
The customer may cancel a contract 
at any time after the expiration of the 
initial term by giving the company 
ninety days’ prior written notice. The 
termination of a contract and the exe- 
cution of a new contract for service at 
the same location, under this service 
classification, shall not modify in any 
way the provision of paragraph (b) 
under Determination of Demand.” 

“When the amount of investment by 
the company, or other conditions of 
the service are such as to warrant, the 
company may, with the permission of 
the Public Service Commission, re- 
quire that the initial term be longer 
than one year.” 

When the company files the above 
revision of its term provision and it 
has been permitted to become effective, 
this proceeding may be closed. 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Taxicab Group-Riding Service 
and Rates 


[Formal Case No. 331, Order No. 2551.] 


Rates, § 641 — Intervention by OPA — Reopening of proceeding — Taxicab 


rates. 


A proceeding relating to group riding in taxicabs and rates for such trans- 
portation should be reopened and the Administrator of the Office of Price 
Administration should be permitted to intervene when it appears that the 
Office of Price Administration considers that rates tentatively proposed by 
the Commission would constitute a general increase in rates within the mean- 
ing of the Price Control Act of 1942, as amended. 
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RE TAXICAB GROUP-RIDING SERVICE AND RATES 


Rates, § 424 — Taxicabs — Group riding. 
Statement in preliminary order that rates to be established for group rid- 
ing in taxicabs should be on a per-person basis, p. 161. 


(HaANKIN, Commissioner, dissents in separate opinion.) 
[April 2, 1943.] 


] 


NVESTIGATION of group riding in taxicabs; proceeding re- 
opened to permit intervention by Administrator of Office of 


Price Administration. 


By the Commission: The Com- 
mission has for many months had un- 
der consideration and investigation the 
matter of group riding in taxicabs, in 
order to serve the public demand for 
transportation and to conserve the use 
of equipment, including the consump- 
tion of gasoline and rubber. Informal 
conferences were held by the Commis- 
sion, which were attended by represen- 
tatives of the taxicab industry, opera- 
tors, civic organizations, tle Office of 
Price Administration, the Office of De- 
fense Transportation, and the Rubber 
Director. It was the unanimous opin- 
ion of representatives of the various 
groups that maximum use should be 
made of taxicabs in the promotion of 
the war effort and to conserve vital 
materials, 

The Commission has been of the 
opinion from the outset that rates to be 
established for group riding should be 
on a per-person basis. Such a basis, 
it is believed, would eliminate the con- 
fusion presently existing in the deter- 
mination of rates to be charged for 
trips involving a number of passengers 
and numerous stops en route. 

In June, 1942, an informal proposal 
was made to the Commission by repre- 
sentatives of the taxicab industry and 
the Commission’s staff providing for 
rates of 20 cents, 25 cents, 30 cents, 
and 40 cents per passenger for trips 
[11] 


¥ 


161 


of one, two, three, and four zones, 
respectively.. Subsequent to the sub- 
mission of that proposal, the Commis- 
sion granted an increase of 10 cents 
for all zone rides except those confined 
to zone one or to any subzone in zones 
two, three, and four. 

At the prehearing conferences held 
on this matter and at the formal hear- 
ing held on January 19, 1943, other 
group rates were proposed by various 
spokesmen for associations, individ- 
uals, and civic organizations. 

Upon the conclusion of the formal 
hearings in these proceedings and upon 
careful consideration of the record and 
of the various factors to be considered 
in the determination of fair and rea- 
sonable rates, the Commission, on Feb- 
ruary 18, 1943, submitted to the Office 
of Price Administration its views as to 
a schedule of rates which would be 
adaptable to group riding. The Office 
of Price Administration was requested 
to consider the Commission’s tentative 
proposal and to inform the Commis- 
sion whether in its opinion the inaugu- 
ration of such rates would result in a 
general increase within the meaning of 
the act of October 2, 1942, which 
amended the Emergency Price Control 
Act of 1942. By letter dated March 
3, 1943, the Office of Price Adminis- 
tration informed this Commission 
that, in its opinion, the rates tentative- 
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ly proposed by the Commission would 
constitute a general increase in rates. 

In view of the foregoing, the Com- 
mission has decided to hold a further 
hearing for the purpose of establishing 
just, reasonable, and nondiscrimina- 
tory rates for group riding and to as- 
sure compliance with the intent and 
purpose of the act of October 2, 1942. 

It is therefor ordered: 

Section 1. That this proceeding be 
reopened and set for further hearing 
on May 3, 1943, at 10 a. M., in room 
500 of the District building. 

Section 2. That the administrator 
ct the Office of Price Administration 
be permitted to intervene in these pro- 
ceedings on behalf of the Director of 


Economic Stabilization, as provided in 
§ 1 of the act of October 2, 1942. 


HANnkKIN, Commissioner dissenting : 
I must dissent from this order to re- 
open the proceeding and to permit the 
Director of Economic Stabilization, 
through the Office of Price Adminis- 
tration, to intervene, because: 

(1) This involves an unwarranted 
delay in requiring the operation of tax- 
icabs on a “group riding”’ basis; 

(2) The additional hearing is not 
likely to bring forth any additional 
evidence for a proper determination 
of the case; and 

(3) This is part of a plan to put 
the Office of Price Administration “on 
the spot,” and to shift to it the blame 
for a fault which is ours. I cannot 
participate in such a scheme. 

1. Unwarranted delay. There is no 
difference of opinion as to the necessity 
of ordering “group riding.” This 
Commission started “group riding” on 
January 29, 1942, when it instituted 
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the “Emergency Pick-up Service” dur- 
ing rush hours. Since then there has 
been an increasing need for “group 
riding” which would conserve gasoline 
and rubber through more efficient utili- 
zation. Throughout last year orders 
were issued and hearings were held to 
extend “group riding,” but the order 
extending “group riding” to all taxi- 
cabs has not yet been issued. Finally, 
at the last hearing in January, 1943, 
it seemed that all persons concerned 
were unanimously of the view that 
“group riding” should apply to all taxi- 
cabs throughout the entire 24-hour day 
for all trips except emergency cases 
and that “group riding” service be 
made mandatory on all persons who 
operate taxicabs in the District of Co- 
lumbia. The only question that re- 
mained was, how the present lawful 
rates per trip should be so translated 
into flat per person rates on a “group 
riding” basis as to avoid increases in 
rates. There is no warrant for fur- 
ther delay in solving this simple prob- 
lem. 


2. New hearing will not produce ad- 
ditional evidence. For the translation 
of the present rates on a trip basis into 
rates on a per-person basis, no study 
was made of the revenues yielded by 
either method of operation. On the 
basis of the facts brought out in prior 
hearings, however, both the majority 
of the Commission and I tried to ar- 
rive at approximations of what the 
“sroup riding” rates should be, cal- 
culated to yield the same revenue as 
heretofore, under the lawfully pre- 
scribed rates. The Office of Price Ad- 
ministration advised this Commission 
that the rates suggested by the major- 
ity would involve general increases in 
rates, within the meaning of the act 
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of October 2, 1942, “To amend the 
Emergency Price Control Act of 
1942.” 

A study could be made which might 
yield better approximations, but this 
would involve further delay of many 
months. This, however, is not the in- 
tention of the present order. The in- 
tention is to hold a hearing at which 
the material presented will be of the 
same character as at the last hearing, 
namely, conjectures as to probable 
earnings prompted by desires for in- 
creases in revenues, but not based on 
competent evidence. Such a hearing 
can serve no useful purpose, and the 
delay incident thereto is not warranted. 

3. The real purpose of the order. 
We thus come to an impassé. In view 
of the great need for “group riding,” 
it is necessary to expedite the order in- 
stituting “group riding” service. By 
setting rates which the Office of Price 
Administration had to regard as in- 
volving general increases, this Com- 
mission puts the Office of Price Ad- 
ministration in the position of delaying 
this order and thus defeating its own 
policy that gasoline, rubber, and other 
critical material must be conserved 
through more efficient utilization. 
From the standpoint of the taxicab 
operators, the situation is still more 
unique. They can well afford to take 
the position that they are not seeking 
increases in rates, that they would just 
as well proceed under the present con- 
ditions, charging rates which are in 
violation of our orders, and thus derive 
revenue which is greater than both the 
presently authorized rates and those 
which may be prescribed on a “group 
tiding” basis. These are the conse- 
quences which flow from the position 
taken by the majority, and apparently 


163 


the Office of Price Administration is 
thus put “on the spot.” 

What is overlooked is that the im- 
passé results not from any action on 
the part of the Office of Price Admin- 
istration, but from two causes which 
are entirely within the province of this 
Commission. The first cause is that, 
while the statute authorizes this Com- 
mission to fix fair and reasonable rates, 
imposes penalties for violation of the 
Commission’s orders, and imposes a 
duty upon this Commission to enforce 
its regulations, it is notorious that our 
regulations as to taxicab rates are not 
being observed and that the Commis- 
sion’s regulations are not being en- 
forced. The second cause is that this 
Commission is not complying with the 
congressional policy, as expressed in 
the act of October 2, 1942. These are 
the causes of the present impassé, and 
not any action on the part of the Office 
of Price Administration. 

The disagreement between the ma- 
jority and myself takes its source from 
a fundamental difference of opinion 
as to our functions and obligations un- 
der this act of October 2, 1942. I re- 
gard this direction of Congress as im- 
posing an obligation on us to comply 
with the policy to keep down the cost 
of living and to prevent war profits, 
which is a policy essentially in conflict 
with increases in rates, unless there are 
exceptional circumstances compelling 
increases. The Commission seems to 
regard the act of October 2, 1942, as 
merely a procedural requirement that 
the Director of Economic Stabilization 
be given thirty days’ notice and an op- 
portunity to intervene, but not as im- 
posing any obligations on us,—actual- 
ly, as affording an opportunity to treat 
with contempt the arguments present- 
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ed by his representatives, if the recent 
gas rate case and the pending electric 
rate case are at all indicative of the 
Commission’s attitude. I cannot agree 
with this approach. I think that it is 
the duty of this Commission so to act 
in conformity with the letter and spirit 
of the congressional policy, that there 
should be no occasion for the giving 
of notice to, or for intervention by, the 
Director of Economic Stabilization. 
The effectiveness of emergency leg- 
islation depends largely upon coopera- 
tion on the part of government agen- 
cies. It is for this reason that the 
President, in issuing Execuive Order 
No. 9250, called upon all of the agen- 
cies of the government to cooperate in 
the policies expressed in the act of Oc- 


tober 2, 1942. The Office of Price 
Administration, with its limited staff, 
cannot resolve itself into a people’s 
counsel before all of the regulatory 
agencies—Federal, state and municipal 
—throughout the United States. The 
Director of Economic Stabilization 
and the Office of Price Administration 
themselves must depend upon the va- 
rious regulatory agencies to effectuate 
the purposes of the act of October 2, 
1942, if the congressional policy is to 
be effective. The Office of Price Ad- 
ministration cannot intervene in every 
rate proceeding of the Public Utilities 
Commission of the District of Colum- 
bia. I do not think that the present or- 
der constitutes cooperation in the na- 
tional program. 





PENNSYLVANIA SUPERIOR COURT 


Philadelphia Association of Wholesale 
Opticians 


Pennsylvania Public Utility Commission 


(— Pa Super Ct —, 30 A(2d) 712.) 


Certificates of convenience and necessity, § 163 — Complaint — Construction — 
Common carrier operation — Association. 

1. A complaint by the Commission that an association was not a bona 
fide cooperative association transporting property exclusively for the mem- 
bers of such association on a nonprofit basis, within the contemplation of 
the Public Utility Law, in effect charged that the respondent was illegally 
transporting such property as a “common carrier” for which a certificate 
of public convenience and necessity had to be obtained from the Commis- 
sion before it could legally do so; if it had been intended to charge that 
the respondent was illegally operating as a “contract carrier,” the exception | 
in the statute would have been different and the charge would have been 
that it was not a “bona fide agricultural cooperative association transport- 
ing property exclusively for the members of such association on a non- 
profit basis,” in view of the statute governing such operations, p. 167. 
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Certificates of convenience and necessity, § 2 — Operation without certificate — 
Association — Absence of common carrier status. 
2. A charge that an association transporting property by motor vehicle is 
not a bona fide codperative association transporting property exclusively for 
its members on a nonprofit basis, within the contemplation of the Public 
Utility Law, is material only if the association is, apart from that averment, 
a common carrier, p. 170. 


Certificates of convenience and necessity, § 53 — When required — Absence of 
common carrier status. 

3. A certificate of public convenience and necessity cannot be required of 

an association transporting property if it is not a common carrier, p. 170. 


Public utilities, § 58 — Status of association. 
4. A bona fide codperative association or corporation that furnishes service 
only to its members on a nonprofit basis, whether it is expressly labeled as 
cooperative or not, is not a public utility within the Public Utility Law; 
if its transportation operations are bona fide codperative and are performed 
on a nonprofit basis, exclusively for its members, it is not a common car- 
rier and needs no certificate of public convenience, p. 170. 


Public utilities, § 58 — Status of association — Transportation for compensation. 
5. An association of wholesale opticians transporting optical goods manu- 
factured and sold by them under an arrangement whereby all the expense 
of such service is borne by the members by means of contributions from 
each member using the service, without profit to any person or persons, cor- 


porations, or to the association, does not transport property for compensa- 
tion within the meaning of the Public Utility Law, p. 171. 


Motor carriers, § 11 — Jurisdiction of Commission. 


6. One who transports property within the commonwealth is not neces- 
sarily either a common carrier or a contract carrier subject to regulation 
by the Commission, p. 171. 


Public utilities, § 71 — Status of carriers. 
7. Strictly speaking, only common carriers as distinguished from private or 
contract carriers are public utilities, although the Commission is given limit- 
ed jurisdiction over contract carriers by motor vehicle in order effectively 
to regulate common carriers, p. 171. 


Motor carriers, § 11 — Jurisdiction of Commission — Limitation to common or 
contract carriers’ association. 

8. A cooperative association transporting property for its members and 
dividing the cost of expenses of the operation, without profit to them, is 
neither a common carrier nor a contract carrier within the purview of the 
Public Utility Law, and therefore not subject to the jurisdiction of the 
Commission beyond satisfying the Commission that the arrangement is bona 
fide and not a subterfuge or deceptive device adopted to escape the regula- 
tion applicable to contract carriers by motor vehicle, p. 172. 


Monopoly and competition, § 66 — Unregulated service — Motor carriers. 
9. The mere fact that codperative service is more satisfactory and adequate 
than some prior contract carrier service or common carrier service which 
it displaces is no ground for action by the Commission, p. 173. 
[March 10, 1943.] 
165 48 PUR(NS) 





PENNSYLVANIA SUPERIOR COURT 


PPEAL from order of Commission determining that associa- 
A tion of wholesale opticians is transporting property for hire 
without a certificate in violation of law; order reversed and com- 
plaint dismissed. For Commission decision see (1942) 43 

PUR(NS) 60. 


APPEARANCES: Joseph L. Ehren- 
reich, of Philadelphia, for appellant; 
Frederick L. Kiger, Junior Counsel, 
Harry M. Showalter, Counsel, of 
Harrisburg, and Claude T. Reno, At- 
torney General, for the Commission ; 
Joseph Sharfsin, of Philadelphia, for 
Hourly Messengers, Inc., intervening 
appellee; Richard V. Zug, of Shertz 
& Zug, all of Philadelphia, for Penn- 
sylvania Motor Truck Association, 
intervening appellee. 

Before Keller, P. J., and Cunning- 
ham, Baldrige, Rhodes, Hirt, and 
Kenworthey, JJ. 


KELLER, P. J.: This was a proceed- 
ing begun by complaint of the Penn- 
sylvania Public Utility Commission, 
acting of its own motion. 

On October 14, 1941, it filed a com- 
plaint against Philadelphia Associa- 
tion of Wholesale Opticians, charg- 
ing: 

“1—That [it] is not a bona fide co- 
Operative Association transporting 
property exclusively for the members 
of such association on a nonprofit 
basis, within the contemplation of the 
Public Utility Law. 

“2—That on September 5, 1941 
[it] transported property by motor 
vehicle for compensation between 
points in the city of Philadelphia in 
violation of the Public Utility Law 
[citing four specific deliveries of opti- 
cal goods]. 

“3—That beginning on or about 
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August 4, 1941, and continuous! 


since, [it] has held out and provided 1: 


a regular daily delivery service by mo 
tor vehicle for compensation to the 
following optical supply houses locat 
ed in Philadelphia in violation of the 
Public Utility Law [naming 13 opti 
cal companies ].” 

The preamble to the complaint set 
forth that the Commission had re 
ceived information that the said re 
spondent was engaged in furnishing 
transportation of property by moto 
vehicle for compensation, between 
points in Pennsylvania “without first 
securing a certificate of public con 
venience or permit from the Pennsyl 
vania Public Utility Commission as 
required under the provisions of the 
Public Utility Law,” and was thereb 
violating the Public Utility Law; but 
the complaint charged only what wé 
have set forth above. 

It will be noted that neither in the 
preamble of the complaint, nor in the 
complaint itself, is there a definite 
charge that the respondent is illegall 
operating as a “common carrier” 0 
as a “contract carrier”; but examin 
ing the Public Utility Law of May 28 
1937, P. L. 1053, 66 PS § 1101 et 
seq. we find that the only provision i 
it which specifically relates to “a bona 
fide codperative association transport 
ing property exclusively for the mem 
bers of such association on a nonprofit 
basis” —and, therefore, is “within th¢ 
contemplation of the Public Utilit 


166 


nexes 
lyin 


mn ge 


B publi 


any 
wise 
furnt 
itself 
five ¢ 
ice 0 
bers” 
prodt 
in dis 
publi 
suppl 
[1 
averr 
Phila 
sale ( 
excep 
mon 
the ¢ 
prope 
sation 
ity L 
“1S. 
miSsi01 
PUR( 
Public 





PHILA. ASSO. OF WHOLESALE OPTICIANS v. PA. PUB. UTIL. COM. 


law’ —is § 2, Par. (5), 66 PS § 1102 
(5), which, in defining a “common 
carrier,” specifically excludes ‘any 
bona fide codperative association trans- 
porting property exclusively for the 
members of such association on a non- 
profit basis.” This was in accord 
with the later clause (17) in § 2, 
which in defining “Public Utility,” as 
meaning “persons or corporations 
now or hereafter owning or operating 
ain this commonwealth equipment, or 
facilities,’ for seven named general 
dasses of public service, including 
“(c) Transporting passengers or 
property as a common carrier,” an- 
nexes the following general clause ap- 
plying, so far as pertinent, to all sev- 
en general subdivisions: “The term 
iublic utility’ shall not include (a) 
any person or corporation, not other- 
wise a public utility, who.or which 
furnishes service only to himself or 
itself; or (b) any bona fide codpera- 
live association which furnishes serv- 
ice only to tts stockholders or mem- 
bers on a nonprofit basis; or (c) any 
producer of natural gas not engaged 
in distributing such gas directly to the 
public for compensation.” * (Italics 
supplied. ) 

[1] It seems clear, then, that in 
averring, as it did in charge 1, that 
Philadelphia Association of Whole- 
sale Opticians did not come within the 
exception to the definition of a “com- 
mon carrier,’—in connection with 
the charge that it was transporting 
property by motor vehicle for compen- 
sation, in violation of the Public Util- 
ity Law—the Commission, in effect, 


charged that the respondent was ille- 
gally transporting such property as a 
“common carrier,” for which a certifi- 
cate of public convenience had to be 
obtained from the Commission before 
it could legally do so. 

Had it intended to charge that re- 
spondent was illegally operating as a 
“contract carrier,” the exception in 
the statute would have been different, 
and the charge would have been that 
it was not a “bona fide agricultural 
cooperative association transporting 
property exclusively for the members 
of such association on a nonprofit 
basis.” Acts of June 15, 1939, P. L. 
387 and July 3, 1941, P. L. 267, 66 
PS § 1102(7). 

The complaint was unskilfully 
drawn—every respondent is entitled 
to know just what it is charged with 
—but that is its necessary meaning if 
proper effect is to be given to all of 
its language. 

The answer of the respondent cate- 
gorically denied the first charge of the 
complaint and averred that it was a 
nonprofit corporation existing by vir- 
tue of a charter granted by court of 
common pleas No. 4 of Philadelphia 
county, as of December Term 1925, 
No. 3833, with the purpose, inter alia, 
to “encourage sociability among its 
members and promote and protect 
their interests, without the corpora- 
tion deriving any profits, either direct- 
ly or indirectly.” It averred: 

“That the needs of the members of 
said association require that the opti- 
cal goods manufactured and sold by 
them should be collected and delivered 





1See Weisberger v. Public Utility Com- 
mission (1939) 137 Pa Super Ct 17, 23, 31 
PUR(NS) 470, 7 A(2d) 731; Allaman v. 
Public Utility Commission (1942) 149 Pa 
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ar ee 353, 364, 45 PUR(NS) 495, 27 A 
(2d) 516 

2 See Pine ‘Line Case (United States v. 
Ohio Oil Co.) (1914) 234 US 548, 562, 58 
L ed 1459, 34 S Ct 956. 
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promptly from and to optometrists 
with whom said members conduct 
business, and that in order to promote 
and protect the needs of the members 
of said association, said association 
did inaugurate a service for the col- 
lection of optical goods and for their 
re-delivery between members of the 
association and optometrists who are 
the customers of said members and 
without which service the business of 
the members of the association would 
be handicapped and adversely affect- 
ed materially. 

“All property (consisting exclu- 
sively of optical goods) transported 
by Philadelphia Association of Whole- 
sale Opticians is so transported for 
members of the association exclusive- 
ly, and for no other person, persons, 
or corporations; and said property is 
transported without profit to the asso- 
ciation or any member thereof, or to 
any other person, persons, or corpo- 
rations ; that the property is transport- 
ed exclusively for said members and 
for the promotion and maintenance of 
their business, and that no property 
is transported except for members be- 
tween themselves and their customers 
and that said association does not hold 
itself out to the general public nor to 
persons or corporations not members 
of the association as undertaking to 
transport property; that all funds de- 
rived from the members for the main- 
tenance of such delivery service [are] 
used entirely and exclusively in the 
payment of wages of its employees, 
rent, telephone, insurance charges, and 
for such other facilities as are neces- 
sary for the proper maintenance of the 
service for the benefit of the members 
of the association exclusively.” 

As to the second charge, respond- 


ent admitted that it had transported 
the optical goods stated in the com- 
plaint, but denied that it had trans- 
ported them for compensation, with- 
in the meaning and intendment of the 
Public Utility Law. It averred that 
said transportation was without com- 
pensation and was in pursuance of a 
resolution of the board of directors 
of said association adopted at a regu- 
lar meeting held August 6, 1941, pro- 
viding that said association should or- 
ganize, maintain, and operate a mes- 
senger delivery service exclusively for 
the benefit of such members of the as- 
sociation as desired to use it; and that 
all of the expenses of such service 
should be borne exclusively by such 
members as should use it, by contrib- 
uting such amount or proportion of 
said expenses as they shall mutually 
arrange among themselves; and that 
a committee of three should be chosen 
with full power to operate said serv- 
ice and direct and supervise it for the 
benefit of the members of the associa- 
tion. The answer continued: “that 
no compensation was or is paid to any 
person or persons or to the associa- 


tion for the transportation of said § 


packages, except salaries of employees. 
Contributions are received from 
each of the members using said serv- 
ice, which contributions are sufficient 
only for the payment of the operating 
expenses of said service, namely, wag- 
es of employees, rent, telephone, in- 
surance, taxes, etc., and afford no 
profit to any person or persons, corpo- 
rations or to the association and that 
no compensation is paid to or received 
by the association, and that no com- 
pensation is paid to or received by the 
association for the transportation of 
such property.” 
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By way of answer to the third 
charge, respondent denied that it had 
or has held out and provided a regu- 
lar daily delivery service by motor ve- 
hicle for comipensation to the optical 
houses named in said charge. It 
averred that on the contrary the said 
optical companies so named are all 
members of the respondent associa- 
tion and that three of them, Marcus- 
Rothschild Co., Home Optical Co., 
and J. E. Limeburner Co. while mem- 
bers of the association do not use the 
service provided by respondent for 
the transportation of property of the 
members of said association for their 
exclusive benefit. It further averred 


“that no compensation is paid for said 
service by any of the members of said 
association, but that said members us- 
ing the service contribute sums of 
money necessary to pay the operating 


expenses of said service; and said 
service is conducted through a com- 
mittee of the board of directors of 
said association who serve without 
compensation and that said service is 
maintained exclusively for the wel- 
fare and benefit of the members of 
the association, and not for the bene- 
fit of any other person or persons or 
corporation, nor is said delivery serv- 
ice open or offered to the general pub- 
lic and that transportation is made 
only of products and property of the 
members of the association between 
themselves and their customers, and 
said association does not hold itself 
out to the general public as a carrier of 
property. The association is advised 
by counsel and therefore avers that the 
service so rendered by the association 
exclusively to its members is not any 
violation of the public utility code of 
the commonwealth of Pennsylvania 
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or any statute or decisions relating 
thereto and that said service is that 
of a bona fide codperative association 
which furnishes services only to its 
members on a nonprofit basis and 
therefore respectfully requests that 
said complaint be dismissed.” 

We have recited the averments of 
the answer at such length because the 
Commission offered no testimony in 
support of its charges, but chose to 
rest its case on the admissions con- 
tained in the respondent’s answer. 
The respondent produced testimony 
which supported the averments in the 
answer. The testimony also showed 
that the members of the respondent 
association who avail themselves of 
the transportation service rendered by 
the association for its members ex- 
clusively, paid a fixed weekly con- 
tribution, to meet the expenses in- 
curred thereby, ranging from $36 to 
$100, mutually agreed upon as rep- 
resenting the respective member’s 
fair and reasonable proportion of such 
expenses, based on the volume of his 
delivery service; but that said amount 
having proved inadequate because of 
unusual expenses, every such member 
made an additional flat contribution 
of $3 a week. 

On February 16, 1942, 43 PUR 
(NS) 60, 61, the Commission filed 
its report and order, finding (1) that 
respondent “is not performing or 
holding out a common carrier serv- 
ice. The service is limited to members 
of the association and is performed 
only for those members of the as- 
sociation who request it and who agree 
to pay for the service performed.” 

It found, however, (1) that the 
respondent is not a bona fide codpera- 
tive association within the contempla- 
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tion of the Public Utility Law; and 
(2) that the respondent association 
has transported property for compen- 
sation between points in Pennsylvania 
without authority of the Pennsyl- 
vania Public Utility Commission in 
violation of the Public Utility Law. 

It entered an order sustaining its 
complaint against the respondent and 
ordered that it “immediately cease 
and desist any and all transportation 
for compensation between points in 
Pennsylvania, unless or until a cer- 
tificate of public convenience or per- 
mit, authorizing such transportation, 
shall first be obtained.” 

Respondent appealed. 

It will be noted: (1) That the 
Commission found that respondent 
was not engaged in common carrier 
service and yet in its order it never- 
theless specifically included the obtain- 


ing of a certificate of public conveni- 
ence, which applies only to common 


carriers. (2) The Commission did 
not specifically find that respondent 
was engaged in contract carrier serv- 
ice, yet it required it to obtain either 
a certificate of public convenience as a 
common carrier or a permit as a con- 
tract carrier, before it could continue 
to furnish service to its members. 
Counsel for the Commission very 
frankly and very properly stated in 
their brief “that the Commission has 
not and does not now charge fraud, 
deceit, subterfuge, or lack of good 
faith in appellant’s operations.” 
[2-4] It must be borne in mind 
that the respondent did not raise the 
question whether it was “a bona fide 
cooperative association transporting 
property exclusively for the members 
of such association on a nonprofit 
basis, within the contemplation of the 
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Public Utility Law.” The Commis- 
sion raised it in its complaint, by 
averring that it was not, thereby in- 
ferring that it was a public utility 
performing common carrier service, 
See § 2, Par. (5). The averment 
was only material if the respondent 
was, apart from that averment, a 
common carrier. But the Commis- 
sion has expressly found that it is 
not a common carrier. Hence a cer- 
tificate of public convenience cannot 
be required of it. But we are unwill- 
ing to hold that the exception is re- 
stricted to cooperative associations spe- 
cially incorporated as such; as, for 
example, under the act of June 7, 
1887, P. L. 365, 14 PS § 1 et seq; 
for those associations are not incor- 
porated or operated on a nonprofit 
basis (§ 15) ; nor is the exception con- 
fined to cooperative agricultural as- 
sociations incorporated under the act 
of June 12, 1919, P. L. 466, as amend- 
ed by Act of May 1, 1929, P. L. 1201, 
14 PS § 41 et seq., for the averment 
in the charge did not mention agricul- 
tural cooperative associations, cf. § 2, 
Par. (7) ; and their operations are not 
limited to “members” exclusively but 
are furnished to “patrons’’ who are 
not members. Nor does it apply to 
cooperative agricultural associations 
incorporated under the act of April 
30, 1929, P. L. 885, 14 PS § 81 et 
seq., for they are not operated on a 
nonprofit basis, nor are their opera- 
tions limited to “members’’ exclusively. 
We simply point out that none of 
those corporations falls strictly with- 
in the terms of the exception. On 
the other hand, any bona fide coopera- 
tive association or corporation, that 
furnishes service only to its mem- 
bers on a nonprofit basis—whether 
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it is expressly labeled as codperative 
or not—is not a public utility within 
the Public Utility Law. If its trans- 
portation operations are bona fide 
cooperative and are performed on a 
nonprofit basis, exclusively for its 
members, it is not a common carrier 
and needs no certificate of public con- 
venience. See American Medical 
Asso. v. United States (1943) 317 
US 519, 87 L ed —, 63 S Ct 326, 
328, where Mr. Justice Roberts speak- 
ing for the court said: “Group 
Health is a membership corporation 
engaged in business or trade. 

The fact that it is cooperative, and 
procures service and facilities on be- 
half of its members only, does not 
remove its activities from the sphere 
of business.” That, not the label of 
incorporation, is the test of “coopera- 
tive.” A company or association that 
operates on behalf of its’ members 
exclusively is cooperative. The re- 
spondent, in its transportation opera- 
tions, is a bona fide coOperative as- 
sociation which transports property 
exclusively for members of the as- 
sociation on a nonprofit basis and is in 
no sense a common carrier or a pub- 
lic utility. 

[5] Moreover, we are of opinion 
that appellant is not transporting prop- 
etty for compensation within the 
meaning of the Public Utility Law. 

[6] The Commission seems to be 
under the impression that every one 
who transports property within this 
commonwealth is either a common 
carrier or a contract carrier, and sub- 
ject to its regulation. We have tried 
several times to disabuse it of that 
impression but, apparently, without 
success. See Weisberger v. Public 
Utility Commission (1939) 137 Pa 
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Super Ct 17, 23, 31 PUR(NS) 470, 
7 A(2d) 731; Allaman v. Public 
Utility Commission (1942) 149 Pa 
Super Ct 353, 45 PUR(NS) 495, 
27 A(2d) 516. Even the Interstate 
Commerce Commission Act, in pro- 
viding for the regulation of ‘“mo- 
tor carriers,” which include both com- 
mon carriers by motor vehicle and 
contract carriers by motor vehicle, 
does not regulate “private carriers” 
of property by motor vehicle, beyond 
prescribing reasonable requirements 
to promote safety of operation. 49 
USCA §§ 303(14), (15), (16), 
(17), 304(1), (2), (3). 

[7] Strictly speaking only com- 
mon carriers are public utilities. See 
§§ 2(6) and (17)(c) and 403-407, 
66 PS §§ 1102(6), (17)(c), 1173- 
1177. The Commission is given 
limited jurisdiction over contract 
carriers by motor vehicle by Article 
VIII, 66 PS § 1301 et seq., only be- 
cause, in order effectively to regulate 
common carriers by motor vehicle in 
the public interest, it was found nec- 
essary to regulate the service of con- 
tract carriers by motor vehicles, in 
the following particulars: 

To prescribe minimum rates which 
are just and reasonable and to establish 
requirements with respect to uniform 
systems of accounts, records, reports, 
preservation of records, safety of 
service and equipment, and insurance, 
§ 802(a) and 

To classify contract carriers by 
motor vehicle, as the special nature of 
their service shall require, § 803. 

And by § 804 (as amended by Act 
of July 3, 1941, P. L. 267, 66 PS 
§ 1304), a permit must be obtained 
from the Commission before a con- 
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tract carrier by motor vehicle can 
render service as such. 

The sole purpose in view in thus 
giving the Commission limited au- 
thority to regulate the service of con- 
tract carriers by motor vehicle, is— 
as was expressed in the declaration of 
public policy in § 801—in aid of the 
public interest to promote safe, ade- 
quate, economical, and efficient serv- 
ice by common carriers by motor ve- 
hicle and just and reasonable rates 
therefor, without unjust discrimina- 
tion and unfair or destructive prac- 
tices, and to improve the relations be- 
tween common carriers and other 
carriers, and coordinate their services, 
so as to develop and preserve a safe 
highway transportation system prop- 
erly adapted to the needs of the com- 
merce of the commonwealth. One 


of the main purposes in view was to 


prevent carriers by motor vehicle, 
which were in reality doing common 
carrier service, from masquerading 
as contract carriers, and thus escape 
the full regulation imposed by the act 
on common carriers, thereby injuring 
and discriminating against common 
carriers to the damage and detriment 
of the public interest. See Merchants 
Parcel Delivery v. Public Utility Com- 
mission (1942) 150 Pa Super Ct 120, 
129-132, 135, 46 PUR(NS) 447, 
28 A(2d) 340. 

Unless such regulation of contract 
carriers tends to benefit the public 
interest in common carriers, furnish- 
ing public service, there is no con- 
stitutional ground for its inclusion 
as part of the law regulating public 
utilities. 

[8] Now a reading of the eighth 
article, which deals with contract 
48 PUR(NS) 


carriers by motor vehicle, and the pro- 
visions relative to the charges for 
transportation and the filing of con- 
tracts and schedules of rates to be 
charged for transportation, which 
give authority to the Commission to 
inquire and determine whether any 
such rate or practice of the contract 
carrier contravenes the policy declared 
in § 801 above, relative to the promo- 
tion of safe, adequate, economical, 
and efficient service by common car- 
riers by motor vehicle, and, if so 
found, to prescribe such minimum 
rates and such practices as may be 
just and reasonable to promote said 
policy (§ 810, 66 PS § 1310), shows 
that the compensation, rates, etc., thus 
to be prescribed are not applicable to 
a situation such as this, where the 
members of a cooperative association 
simply divide among themselves the 
cost or expenses of the operations, 
without profit to them or any of them. 
That is, that the respondent is neither 
a “common carrier” nor a “contract 
carrier” within the purview of the 
Public Utility Law. 

If three neighbors, A, B, and C, 
hire a chauffeur—a mere employee— 
to drive their children to and from 
school and divide the expenses inci- 
dent thereto among themselves, either 
equally or in proportion to the number 
of children in each family, or in such 
other way as they mutually agree up- 
on, without any profit or compensa- 
tion to any of them, it is nobody else’s 
business.® 

And if nine or ten persons or cor- 
porations engaged in the same kind 
of business, requiring special and in- 
dividual delivery service, use a non- 





3 We are referring to normal times, with- 
out reference to gasoline rationing. 
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profit business corporation, of which 
they are all members—chartered to 
promote and protect their interests— 
to act as their agent in furnishing 
transportation to them and to no- 
body else, and agree to divide the ex- 
penses of operation among themselves 
in such a manner as is mutually agree- 
able to all of them, without profit or 
compensation to any of them, that, 
too, is their affair and not subject to 
the regulation of the Public Utility 
Commission, beyond satisfying the 
Commission that it is bona fide and 
not a subterfuge or deceptive device 
adopted to escape the regulation ap- 
plicable to contract carriers by motor 
vehicle, and that proper provision has 
been made to protect the public by 


casualty insurance, workmen’s com- 
pensation insurance, etc. 

[9] If such subterfuge or decep- 
tive device or collusion is present, the 
Commission can always act in pro- 
tection of the public. See Allaman 
v. Public Utility Commission, supra. 
But the mere fact that the codpera- 
tive service is more satisfactory and 
adequate than some prior contract 
carrier service, or common carrier 
service, which it displaced is no 
ground for action by the Commission. 
See Weisberger v. Public Utility 
Commission, supra. 

The order is reversed and the com- 
plaint is dismissed at the costs of the 
Pennsylvania Public Utility Com- 
mission. 





COLORADO PUBLIC UTILITIES COMMISSION 


R. I. Nightingale 


San Miguel Power Association, 
Incorporated 


[Case No. 4809, Decision No. 20831.] 


Statutes, § 11 — Interpretation — Omission of exemption — Codperatives. 

1. The legislature, in enacting a statute defining the term “public utility” 
as including electrical corporations and others and specifically exempting 
irrigation systems, indicates an intention not to exempt cooperatives as 
such, under the rule that where the legislature has made exceptions to a 
general rule it must be deemed to have included in its exceptions all that it 
intended to except, p. 176. 

Public utilities, § 58 — Dedication to public service — Coédperative organization. 
2. A rural electric cooperative dedicates its property to a public use when it 
proposes to and does serve any and all persons that may feasibly be served, 
except those already receiving current from central station service, who are 
willing to pay the membership fee, including towns, school districts, and in 
fact all classes of service, p. 176. 
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Commissions, § 10 — Function — Legislative question. 

3. The Commission, in deciding whether a rural electric codperative as- 
sociation is a public utility subject to its jurisdiction may not as an ad- 
ministrative body be concerned with personal views as to the wisdom or 
otherwise of a law, whether state or Federal, nor in any way attempt to 
invade the province of the legislative branch of the state government, but 
its duty is merely to apply the law as it understands it to the facts that 
develop, p. 176. 


Public utilities, § 58 — Status of codperative organization. 
4. A rural electric cooperative association which has dedicated its property 
to a public use, by reason of the extent of its offer to serve, is a public 
utility and subject to the jurisdiction of the Commission, p. 176. 


Monopoly and competition, § 30 — What constitutes — Service outside of cer- 
tificated area. 
5. A rural electric codperative association does not operate in competition 
or to the detriment of an electric utility authorized to serve within a town 
although the cooperative furnishes service beyond town limits in territory 
where the utility has continued service after having been denied authority 
by the Commission to serve in the area, p. 178. 


Orders, § 14 — Separability — Estoppel to attack part of order. 
6. One who has obtained a certificate of convenience and necessity for 
operation within a town, under an order denying the right to operate out- 
side of corporate limits, by accepting the benefits of the order is estopped 
from maintaining that the part of the order denying the right to serve out- 
side of corporate limits is invalid; such an order is not separable, p. 178. 


Certificates of convenience and necessity, § 53 — When required — Operations by 
rural electric association. 


7. A rural electric cooperative association, found to be a public utility, 
should apply to the Commission for authority to conduct its business of 
furnishing all classes of service, p. 178. 


[April 23, 1943.] 


OMPLAINT by operator of electric plant against alleged un- 
C authorized competition by rural electric association; associa- 
tion held to be a public utility subject to Commission jurisdic- 

tion, complaint dismissed, and jurisdiction retained. 


Ss 


APPEARANCES: L,. D. Hunt, Den- by R. E. Nightingale, owner and op- 


ver, for petitioner, R. I. Nightingale; 
Harry W. Gueno, Delta, and Ernest 
L. Rushmer, St. Louis, Mo., for re- 
spondent, San Miguel Power Associa- 
tion; E. B. Evans, Denver, for the 
Commission. 


By the Commission: The instant 
case was based upon complaint filed 
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erator of electric plant at Norwood, 
against San Miguel Power Associa- 
tion, Inc., a so-called REA project, 
operating over the mesa where Nor- 
wood is located, and the lower San 
Miguel Valley, counties of San Miguel 
and Montrose. 

Said complaint is based upon the 
proposition that respondent is a public 
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utility, and as such is operating with- 
out a certificate of public convenience 
and necessity from this Commission in 
competition with complainant and to 
his detriment. 

To said complaint a demurrer and 
motion to dismiss was filed by re- 
spondent, in which it is alleged, inter 
alia, that complainant is restricted un- 
der order of this Commission to serv- 
ice within the corporate limits of the 
town of Norwood, and that respond- 
ent is not a public utility. The Com- 
mission refused to pass upon said de- 
murrer and motion prior to hearing. 

The evidence disclosed that com- 
plainant and his predecessors in inter- 
est have, since May, 1935, been fur- 
nishing town of Norwood and certain 
customers outside corporate limits 
thereof with electrical energy. This 
service, so far as Norwood is con- 
cerned, was authorized*by franchise 


granted. Application was filed with 
Commission by complainant for a cer- 
tificate of public convenience and ne- 
cessity to exercise said franchise rights 
within the town of Norwood and 
also for authority to serve a 5-mile 


radius outside thereof. Due to the 
possibility of REA service, said ap- 
plication was protested by various in- 
dividuals in the Norwood area, in- 
cluding the town officials of Norwood. 
However, on July 21, 1939, complain- 
ant was granted a certificate to exer- 
cise his franchise rights within the 
corporate limits of Norwood, but de- 
nied authority to serve outside there- 
cf. This decision was not appealed 
from although complainant continued 
his service to some five customers out- 
side the corporate limits of Norwood 
and was still serving same at the time 
of instant hearing. A limited number 


175 


of other customers reside within this 
5-mile radius that could have been, but 
never were, served by complainant, 
and some of these are now being served 
by respondent. 

Respondent is a cooperative associa- 
tion, organized under §§ 210-214, 
Chap. 41—35 CSA. Under a loan of 
Federal funds, respondent has con- 
structed certain transmission and dis- 
tribution lines extending some 60 miles 
trom Illium, which is 7 miles west of 
Telluride, Colorado, and where cur- 
rent is purchased by respondent from 
Western Colorado Power Company, 
to a point approximately 6 miles north- 
westerly from Nucla. It serves ap- 
proximately 400 customers. In the 
early stages of its organization resi- 
cents of the town of Norwood were 
solicited for membership in the as- 
sociation, but later said applications 
were rejected and application fees re- 
turned. No service was ever rendered 
to any of said residents. 

Bylaws of the association provide, 
inter alia, that: 

“Any person, firm, corporation, or 
body politic, may become a member 
of the codperative by (a) paying the 
membership fee hereinafter specified, 
(b) agreeing to purchase from the co- 
Operative electric energy as herein- 
after specified, and (c) agreeing to 
comply and be bound by the certificate 
of incorporation of the cooperative 
and its bylaws and any amendments 
thereto, and such rules and regulations 
as may from time to time be adopted 
by the board of directors.” 

The membership fee is $5. 

The respondent applied for and re- 
ceived a franchise from the town of 
Nucla, and service is being rendered 
to its inhabitants, including the enter- 
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ing into of street lighting contract with 
the town. Request was made by re- 
spondent for a franchise from the 
town of Norwood, but later this re- 
quest was withdrawn. The associa- 
tion has refused some memberships, 
but only where it was not feasible to 
serve. Generally speaking, respond- 
ent proposes service to any and all pos- 
sible customers in its area that it may 
be feasible to serve, the only exception 
being those now receiving current 
from a central station service. The 
act under which the loan of Federal 
funds was secured provides that loans 
may be made “for rural electrification 
and furnishing electrical energy to 
persons in rural areas who are not re- 
ceiving central station service as here- 
inafter provided.” 


Negotiations were held between 
complainant and respondent looking 
toward the purchase of complainant’s 
plant by respondent, but no agreement 
was ever made. Association lines in 
the immediate proximity of Norwood 
parallel lines of complainant for a dis- 
tance of approximately 250 feet both 
east and west of Norwood. Com- 
plainant is now serving approximately 
ninety-five customers within the cor- 
porate limits of Norwood. The ac- 
tual number of customers served by 
respondent within a 5-mile radius of 
Norwood is not clear from the record. 
However, it is serving five customers 
within a radius of one-half mile of 
Norwood, which is the same number 
being served by complainant. 

The general territory served by re- 
spondent is thinly populated, and prior 
to installation of REA service, prac- 
tically the entire 400 customers of re- 
spondent were without benefit of elec- 
trical service. Additional extensions of 
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respondent’s lines are contemplated 
after the war to Bed Rock and the 
Paradox valley. At present, respond- 
ent serves approximately 75 per cent 
of the people living within 1,000 feet 
of its lines, and ultimately a general 
service to the entire San Miguel area is 
contemplated. 

[1-4] Does this record disclose that 
respondent is a public utility as same 
is defined by our statute? The defini- 
tion of a public utility is found in § 3 
of Chap. 137-35 CSA and is as fol- 
lows: 

“The term ‘public utility,’ when 
used in this chapter includes every 
common carrier, pipe-line corporation, 
gas corporation, electrical corpora- 
tion, telephone corporation, telegraph 
corporation, water corporation, a per- 
son or municipality operating for the 
purpose of supplying the public for 
domestic, mechanical, or public uses, 
and every corporation, or person now 
or hereafter declared by law to be af- 
fected with a public interest, and each 
thereof, is hereby declared to be a pub- 
lic utility and to be subject to the ju- 
risdiction, control, and regulation of 
the Commission and to the provisions 
cf this chapter ; provided, that nothing 
in this chapter shall be construed to 
apply to irrigation systems, the chief 
or principal business of which is to 
supply water for the purpose of irriga- 
tion.” 

The question involved has not been 
directly passed upon by Colorado 
courts. In Davis v. People ex rel. 
Public Utilities Commission, 79 Colo 
642, PUR1926E 635, 637, 247 Pac 
801, our supreme court promulgated 
the general doctrine that: 

“Tn determining whether a business 
is that of a common carrier, ‘the im- 
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portant thing is what it does, not what 
its charter says.’ A service 
may affect ‘so considerable a fraction 
of the public that it is public in the 
same sense in which any other may be 
called so. The public does not 
mean everybody all the time.’ ” 

Davis was hauling freight by truck 
for over 90 per cent of the shippers in 
his territory. He had organized most 
of the shippers into an association and 
transported goods under a contract 
with the association. The court stat- 
ed that the association was in fact a 
“sham organization” and that the lim- 
itation that Davis would only haul for 
members of the association, was a 
mere device to hoodwink the law, and 
declared that he was in fact a common 
carrier. 

It will be noted that in the definition 
of a public utility, supra, irrigation 


systems are specifically exerhpted from 
the provisions of the act. Cooperative 


associations are not. The cooperative 
association statute was passed by the 
same legislature that enacted the stat- 
ute defining a public utility. It would 
appear that if it had been the intention 
to exempt codperatives from the ju- 
risdiction of the Commission, the leg- 
islature would have included same in 
their exemption of irrigation systems. 

It is true that REA systems, as now 
functioning, were not in existence at 
the time said laws were passed. How- 
ever, it would seem clear that it was 
not the intention of the legislature to 
exempt cooperatives as such under the 
rather generally accepted rule that 
where the legislature has made excep- 
tions to a general rule, it must be 
deemed to have included in its excep- 
tions all that it intended to except. 
The supreme court of Utah in Gar- 
[12] 
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kane Power Co. v. Public Service 
Commission (1940) 98 Utah 466, 33 
PUR(NS) 129, 100 P(2d) 571, 132 
ALR 1490, held that a rural electric 
association operating in Utah was not 
a public utility, and hence not under 
the control of the Public Service Com- 
mission of that state. To the same ef- 
fect is the case of Inland Empire Rural 
Electrification v. Department of Pub- 
lic Service (1939) 199 Wash 527, 30 
PUR(NS) 173, 92 P(2d) 258. The 
most recent decision was by the 
Wyoming supreme court in Rural 
Electric Co. v. State Board of Equali- 
zation (1942) 57 Wyo 451, 42 PUR 
(NS) 153, 120 P(2d) 741. This 
case holds that a rural electric associa- 
tion operating in Wyoming is a public 
utility and subject to the application of 
the general sales tax law of Wyoming. 
While it is true that this decision con- 
strues the status of the REA in so far 
as the tax law of Wyoming is con- 
cerned, yet the opinion goes very 
thoroughly into the entire history of 
what constitutes a public utility and 
analyzes and discusses the various de- 
cisions of courts of last resort as to 
the general principles of what does 
or does not constitute the dedication 
of property to a public use. The stat- 
utes of Wyoming and Colorado defin- 
ing what constitutes a public utility, 
are quite similar. It would appear 
that the conclusions reached in said 
decision apply with equal force to 
the instant case, and we deem it un- 
necessary to go into all the authorities 
that are set out and discussed in said 
opinion. 

In the instant case, it would appear 
that there has been a dedication of the 
property of respondent to a public use. 
The fact that it proposes to, and does 
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serve any and all persons that may fea- 
sibly be served, except those already 
receiving current from central station 
service, who are willing to pay a $5 
membership fee, including towns, 
school districts, and in fact all classes 
of service, takes us back to the theory 
promulgated by our own supreme 
court in the Davis Case, supra, that 
the service is to “so considerable a 
fraction of the public that it is the 
public in the same sense in which any 
ether may be called so.” 

In determining this issue, we may 
rot as an administrative body be con- 
cerned with personal views as to the 
wisdom or otherwise of any law, 
whether state or Federal, nor in any 
way attempt to invade the province of 
the legislative branch of our state 
government. We conceive our duty 


merely to apply the law as we under- 


stand it to the facts that develop upon 
the record, and this leads to the con- 
clusion that respondent is a public util- 
ity and subject to the jurisdiction of 
the Commission. It is true that so 
far as the regulation of rates is con- 
cerned, a nonprofit cooperative would 
rot need any regulation. However, 
the question of rates is not the only 
one involved. 

[5-7] We now come to the second 
question involved; that is, whether or 
not respondent is in competition with 
and operating to the detriment of com- 
plainant. It is true that § 36 of Chap. 
137, 35 CSA provides that a public 
utility may extend its facilities to ad- 
joining territory not theretofore 
served by a public utility of like char- 
acter without obtaining a certificate 
from this Commission. However, 
complainant in this case saw fit to ap- 
ply to the Commission for a certificate 
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to serve not only within the corporate 
limits of Norwood, but within a 5- 
mile area outside thereof, and the 
Commission found that while the pub- 
lic convenience and necessity required 
his operations within the corporate 
limits of Norwood, the same public 
convenience and necessity did not re- 
quire his operations outside thereof, 
and specifically denied him authority 
to serve in said area. No appeal was 
taken from this decision by complain- 
ant, and he continued to render service 
outside of said corporate limits. It is 
clear that in so far as service within 
the town of Norwood is concerned, no 
competition is being offered. By ac- 
cepting the benefits of our order of 
July 21, 1939, granting complainant 
the right to operate in Norwood, we 
believe complainant is estopped from 
maintaining that the part of said order 
(that denying his right to serve within 
a 5-mile area outside of Norwood) is 
invalid. Said order is not separable. 
The Commission might or might not 
have granted any certificate except in 
the manner and form in which it did. 
People ex rel. New York C. & H.R. 
R. Co. v. Public Service Commission 
227 NY 248, PUR1920B 350, 125 
NE 438, involved the following situa- 
tion: An application was filed by a 
railroad company for authority to con- 
struct a railroad. A certificate was 
granted, but in granting the certificate 
the Commission directed the railroad 
to file a map with it and to construct 
the line of railroad in accordance with 
the map. Upon appeal the court first 
neld that the Commission had no pow- 
er to impose the condition in connec- 
tion with the certificate of filing a map. 
The further question in the case was 
whether, in having so determined, the 
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court could detach the illegal provision 
from the remaining provisions and 
permit the order to stand in so far as 
i: granted a certificate of public con- 
Upon this 


venience and necessity. 
point, the court said: 

“We should be glad if this could be 
done, for whatever the final disposi- 
tion upon the merits may be, there is 
no doubt that the labors and expense 
of the petitioner in attempting to pro- 
(ure permission to construct its road 
nave been greatly increased through 
the misapprehension by the Public 
Service Commission of the statutes 
which cover the proceeding. We do 
not, however, think it is possible to 
relieve the petitioner by a process of 
separation of the different provisions 
of the order which has been made and 
thus by elimination of the illegal pro- 
visions affirm the balance of the order. 
The court is not justified ift eliminat- 
ing and disregarding illegal provisions 
of an order, unless it is apparent that 
the provisions which are legal in form 
are not connected with and affected by 
those which are illegal.” (PUR1920B 
at p. 360). 

In Multa Trina Ditch Co. v. Sto- 
baugh (1925) 76 Colo 451, 231 Pac 
48, the defendants in error attempted 
to have a portion of a decree, which 
was in their favor, held valid, and an- 
cther portion of the same decree, 
which was unfavorable, held invalid. 
The supreme court held that defend- 
ants in error may not avail themselves 
of one portion of the 1920 decree 
which gives to them for their ditch the 
additional amount of 180 cubic feet 
which the former conditional decree 
did not contain and repudiate other 


portions thereof which may be un- 
favorable. 


In our opinion, if any portion of our 
Decision of July 21, 1939, is invalid, 
the entire order is invalid, in which 
event complainant would have no 
standing before the Commission to 
prosecute his complaint. 


After careful consideration of the 
record, the Commission is of the opin- 
ion, and so finds, that respondent is a 
public utility as defined by the statutes 
of the state of Colorado and should 
apply to the Commission for authority 
to conduct its business as presently 
operated. 


. We are further of the opinion, and 
so find, that complainant has failed to 
establish that any operations of re- 
spondent are in competition with or to 
the detriment of respondent. 


ORDER 
It is ordered: That the San Miguel 


Power Association, Inc., in its opera- 
tions as a corporation, in supplying 
and distributing electrical current in 
the counties of San Miguel and Mon- 
trose, is a public utility under the stat- 
utes of the state of Colorado, and is 
subject to the jurisdiction of the Com- 
mission. 

It is further ordered, that the com- 
plaint filed herein be, and the same is 
hereby, dismissed. 

It is further ordered, that jurisdic- 
tion of the instant matter be retained 
to the end that such further order or 
orders may be entered herein as the 
Commission may deem proper. 

This order shall become effective 
twenty days from date. 
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COLORADO PUBLIC UTILITIES COMMISSION 


The Highland Utilities Company 


The Western Calneado Power Company 


[Case No. 4891, Decision No. 20832.] 


Discrimination, § 53.1 — Rates — Concessions to rural cooperatives — Instru- 


mentalities of government. 


1. A rural electric codperative association, although financed by loans ad- 
vanced by the government, is not a department of government but an in- 
strumentality of government, and, this being true, the doctrine of 
“preferential rates to the government not being discriminatory to its com- 


petitors” does not apply, p. 183. 


Discrimination, § 53.1 — Rates — Concessions to rural electric codperatives. 
2. Special classification of rural electric association projects by utilities 
selling current wholesale is justified and is a reasonable discrimination and 
not an unlawful preference to the cooperatives and not in contravention of 
state statutes, as such separate classification may be justified on the grounds 
of ability of customers to pay, advantages to the public, and the right of 
utilities to meet, by low rates if necessary, the threat of new competitive 


generating plants, p. 183. 


[April 24, 1943.] 


OMPLAINT by electric company against alleged discrimina- 
tion in wholesale rates to rural codperative associations; 
dismissed. 


APPEARANCES: Dan Milenski, 
Cortez, and Lowell D. Hunt, Denver, 
for complainant; George R. Corey, 
Salt Lake City, and Moynihan, 
Hughes and Sherman, Montrose, for 
defendant; E. B. Evans, Denver, for 
the Commission. 


By the Commission: Complainant, 
Highland Utilities Company, herein- 
after designated as “Highland,” oper- 
ates electrical service as a public utility 
in Montezuma county, particularly in 
the towns of Mancos, Cortez, and 
Dolores, Mesa Verde National Park, 
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and the territory adjacent to said 
towns and park. It has approximately 
800 customers, 85 per cent of whom 
are classed as urban and 15 per cent 
rural. Energy is purchased from de- 
fendant, Western Colorado Power 
Company, hereinafter designated as 
“Western,” delivery being made at a 
point on boundary line between La 
Plata and Montezuma counties. This 
current is furnished under Western’s 
schedule on file with the Commission 
designated P-24. Western also has 
on file with the Commission its sched- 
ule designated P-25, which is ap- 
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plicable to “rural cooperative associa- 
tions in all territory served by the com- 
pany.” It is conceded rates under P— 
25 are lower than those under the 
P-24 schedule. 

Highland alleges unjust discrimina- 
tion and seeks to restrain Western 
from selling energy to other utilities 
upon more favorable conditions and 
returns than to Highland. Highland 
further alleges that Western had of- 
fered to sell energy to Empire Electric 
Association, Inc., hereinafter designat- 
ed “Empire,” under its P—25 schedule. 
Empire is an REA project operating 
in Montezuma and Dolores counties. 
Western denies this allegation, and, 
except for this question, there is prac- 
tical agreement upon the facts. 


Western is now serving under its 
Schedule P-25 the Delta-Montrose 
Power Lines Association, San Miguel 
Power Association, Inc., and La Pla- 
ta Electric Association, all of which 
are REA projects. 

The record discloses that to enable 
Western to deliver energy to High- 
land, it constructed approximately 10 
miles of transmission line to the La 
Plata-Montezuma county line. High- 
land contends the cost of this line was 
figured in the rate given them by 
Western, and the same line would be 
used by Western in delivering energy 
to Empire. The contract between 
Western and Highland provides for 
an annual minimum charge of $7,500, 
but this has never been operative as 
requirements of Highland have al- 
ways exceeded this figure. For the 
year 1941, Highland’s actual bill from 
Western under Schedule P-24 was 
$25,277.34, and, if based upon Sched- 
ule P-25, would have been $17,- 
198.50, or a saving of 31.9 per cent. 
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For 1941, Highland’s consumption 
per month was approximately 125,000 
kilowatt hours, La Plata Electric As- 
sociation 19,000 kilowatt hours, San 
Miguel Power Association 31,000 
kilowatt hours, and Delta-Montrose 
Rural Power Lines 60,000 kilowatt 
hours. Empire is now obtaining its 
energy from mobile Diesel engine. Its 
present lines extend from north of 
Dove creek in Dolores county, 
through Cahone, Ackman, Lewis, and 
Arriola, to points south and slightly 
west of Dolores. At the time of hear- 
ing, it was serving 267 customers, in- 
cluding the incorporated town of 
Dove creek, where it has a 25-year 
franchise. 


An extension of this project has 
been approved in Washington and can 
be built whenever materials are ob- 
tainable. This extension would give 
it approximately 200 additional cus- 
tomers, and extend its line south and 
west through Mancos to within 3 
miles of the Montezuma-La Plata line 
and south through Cortez and points 
south and west thereof. Its present 
average kilowatt-hour consumption is 
approximately 18,000 per month. 
Forty per cent of its service is esti- 
mated to be urban and 60 per cent 
rural. Empire is seeking and has 
sought to obtain energy from both 
Highland and Western. Highland 
has submitted to it certain proposed 
rates. Western says they made no 
commitment on rates, but the mana- 
ger of Empire was handed their P-25 
Schedule when he inquired about rates 
to rural electric cooperatives. How- 
ever, on November 25, 1941, West- 
ern, by letter, at that time declined to 
consider furnishing Empire service, 
calling attention to the fact that High- 
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land was located in their territory and 
had available supply of current. 
Highland contends that the threat of 
Empire obtaining lower rates in its 
territory is detrimental to securing 
renewal franchises, and that it is be- 
ing damaged by the unjust discrimi- 
nation between the rates under P—24 
and P-25. 

Western contends that it has a right 
to classify REA projects separately, 
and that the Schedule P-25 returns at 
least an out-of-pocket cost. Also that 
said rate was given because of threats 
by REA administrators to build their 
own generating plants if low rates 
were not made. Western further 


states it will not serve Empire un- 
less ordered to do so by some regula- 
tory body. 

It would appear that the type of 
service rendered by Highland and 


Empire is somewhat similar and that 
is true of the other codperatives served 
by Western, the only material distinc- 
tion being that in rural service the 
farms served by the Codps are less 
productive and more sparsely located. 

We question whether Western 
could under all circumstances refuse 
service to Empire at the La Plata- 
Montezuma county line upon the 
ground that it is outside its service 
area. It is now serving Highland at 
this line. In any event, it would ap- 
pear advisable to determine at this 
time the question of whether unlaw- 
tul discrimination exists in the rates 
and service by Western to REA Co- 
Ops under Schedule P-25. 

Section 19, Chap. 137, Vol. IV, 35 
CSA, page 502, provides: “No pub- 
lic utility shall, as to rates, charges, 
service, facilities, or in any other re- 
spect, make or grant any preference 


cr advantage to any corporation or 
person, or subject any corporation or 
person to any prejudice or disadvan- 
tage. No public utility shall estab- 
lish or maintain any unreasonable 
difference as to rates, charges, serv- 
ice, facilities, or in any respect, either 
between localities or as between any 
class of service. The Commission 
shall have the power to determine any 
question of fact arising under this 
section.” 

Section 15, Chap. 137, Vol. IV— 
CSA, page 498, gives the Commission 
authority to, “correct abuses and pre- 
vent unjust extortions in the rates, 
charges and tariffs of public utilities 
of this state.” 

The Commission heretofore has 
found that San Miguel Power Asso- 
ciation, Inc., which Western is now 
serving, is a public utility. See Night- 
ingale v. San Miguel Power Asso. 
Case No. 4809, Decision No. 20831, 
decided April 23, 1943, ante, p. 173. 


It is fundamental that unless these 
REA projects are entitled to special 
classification as such, Western is not 
justified in establishing rates which 
are unduly prejudicial to Highland or 
preferential to the REA projects un- 
less the character of service rendered 
is so dissimilar as to justify a differ- 
ence in classification, or such differ- 
ence in classification can be justified 
upon other lawful grounds. REA 
projects are comparatively a new ven- 
ture, yet their development through- 
out the United States has been very 
rapid in the past few years. The Fed- 
eral Act creating same places its ad- 
ministration under the Department of 
Agriculture. Its purpose is to bring 
electrical energy to farms and rural 
areas not then receiving electrical 
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service. This latter provision, if prop- 
érly administered, means that estab- 
lished private utility or municipal 
utility customers could not be served 
by these projects. The competition, 
:f any, exists in the unserved custom- 
er areas. 

Evidence in the instant case dis- 
closed that the lines of Empire and 
Highland are nearly parallel for short 
distances. Witness for Highland, 
when asked why his company had not 
served Empire customers in the past, 
replied that some of them had never 
requested service and others they felt 
could not be served economically. 

It is apparent from the record that 
these REA projects do bring service 
to farms and communities to which it 
has not appeared practical to private 
utilities to serve in the past. The re- 
sultant benefits to large areas of our 
state are not to be denied.” The local 
projects are in form cooperative asso- 
ciations organized under Colorado 
statutes; the Department of Agricul- 
ture, through its rural electric associa- 
tion setup, exercises a complete super- 
vision over such projects. The extent 
of the project, initial rates to be 
charged, engineering services, etc., are 
ell determined in Washington. 

[1] Western, in its brief, contends 
that REA projects are a department 
of the government, and that giving 
the government preferential rates does 
not violate prescribed rules requiring 
equality of treatment, citing, inter alia, 
United States Shipping Board Emer- 
gency Fleet Corp. v. Western U. 
Teleg. Co. (1928) 275 US 415, 72 L 
ed 345, 48 S Ct 198. Said case holds 
the U. S. Shipping Board is a de- 
partment of the government and hence 
is entitled to government rates for 
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sending of telegrams. The shipping 
Loard is a private corporation in form, 
but its entire capital stock was sub- 
scribed for and owned by the govern- 
ment. This condition does not exist 
under the REA setup. After the 
loans advanced by the government are 
repaid, the ownership of the physical 
assets of these mutual codperatives 
will belong to their membership. 

As pointed out in said Shipping 
Board Case, supra, instrumentalities 
of government, like national and Fed- 
eral reserve banks, are not depart- 
ments of the government, but private 
corporations in which the government 
is interested, and we believe REA 
projects come under the definition “in- 
strumentalities of government” rather 
than “department of government.” 
This being true, the doctrine of “pref- 
erential rates to the government not 
being discriminatory to its competi- 
tors’ does not apply. 

[2] In Re Wholesale Rates for 
Electric Power to Rural Codperatives 
(1937) 19 PUR(NS) 22, the Ken- 
tucky Public Service Commission jus- 
tifies a lower rate for REA projects 
upon the grounds, inter alia, that, 
“The material social advantages of 
rural electrification which will benefit 
the public generally, constitute a jus- 
tification for special classification and 
rate for service to nonprofit, rural 
electrification cooperative associa- 
tions.” 

This same case holds that if the rate 
granted the rural cooperatives will 
cover the out-of-pocket cost of render- 
ing the service, with a margin for 
general overheads and fixed charges, 
it is justified under the rule that com- 
petitive conditions justify rate differ- 
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ences between utility customers. It is 
further held that electric utilities may 
reasonably be required to serve non- 
profit rural electrification coopera- 
tives at rates that will produce a lower 
margin of profit than for certain 
other classes of service in view of the 
rule that ability to pay is an element 
to be considered in determining a fair 
and reasonable rate level. 

In Re Public Service Co. PUR 
1929D 342, the Colorado Commission 
held that a tariff providing for a dis- 
count for current used for unwater- 
ing mines and smelter operations, was 
not an unreasonable or unlawful pref- 
erence, quoting with approval the use 
cf Guthrie Gas, Light, Fuel & Improv. 
Co. v. Board of Education, 64 Okla 
157, PUR1917E 200, 166 Pac 128, 
LRA1918D 900, to the general effect 
that where discriminations are in the 


interest of the public and benefit the 
people generally, they are usually fav- 
cred by the courts. 

In Wisconsin State Rural Electri- 
fication Codrdination Committee v. 
Wisconsin Gas & E. Co. (1936) 17 
PUR(NS) 31, 33, the Wisconsin 


Public Service Commission holds 
that “The fixation of a rate for serv- 
ice to rural electric codperative asso- 
ciations is not unlawful and unrea- 
sonable on the ground that standard 
rates and conditions of service are not 
fixed for all utilities competing for the 
business and applicable to all of them 
alike.” 

We believe that special classifica- 
tion of REA projects in this state by 
utilities selling current wholesale, is 
justified and is a reasonable discrimi- 


nation and not an unlawful preference 
to said cooperatives, and would not be 
in contravention of our state statutes, 
Irrespective of the question of differ- 
ences in the character of the service 
rendered, it is our opinion that such 
separate classifications may be justi- 
fied on the grounds of ability of cus- 
tomers to pay, advantages to the pub- 
lic, and the right of utilities to meet, 
by low rates if necessary, the threat 
of new competitive generating plants. 
Rates offered under said schedules 
may not, however, impose any burden 
upon other customers of the utility, 
and must not be unduly discriminatory 
or unreasonably preferential to the 
cooperatives. 

The territory presently served by 
Empire, or which it will serve under 
its proposed extension, has been to a 
large extent within the service area 
of Highland, and it has failed, 
whether justified or otherwise, to ex- 
tend service to the rural areas, al- 
though, as we understand the situa- 
tion, the same low cost government 
money was available to it for this pur- 
pose as became available to Empire. 
As long as the cooperatives conduct 
their operations in conformity with 
the spirit and intent of the law which 
the Congress, in its wisdom, has en- 
acted, viz., the bringing of electrical 
energy to farms and rural areas not 
then receiving electrical service, we 
believe special classification is justi- 
fied. 

After careful consideration of the 
record, the Commission is of the opin- 
on, and so finds, that the instant com- 
plaint should be dismissed. 
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Re Indiana Service Corporation 


[No. 15864.] 


Certificates of convenience and necessity, § 91 — Preference between applicants — 
Public utility company — Codperatives — Service to Army air field. 


1. A certificate should be granted to an electric utility company for the con- 
struction and operation of a distribution line and facilities to serve an Army 
air field, notwithstanding a protest by a rural electric membership corpora- 
tion seeking the same authority because the air field is in its territory, when 
adequate and satisfactory service must be made available at the earliest 
possible moment and the company is better able to meet the requirements 
of public convenience and necessity, p. 187. 


Mutual companies, § 1 — Rural electric codperatives — Scope of operation — 
Service to Army air field. 


2. The rendering of electric service to an Army air field and the incurring 
of financial obligations and risks necessarily attendant thereon are not with- 
in the scope of the activities contemplated by the Rural Electric Member- 
ship Corporation Act for codperative organizations created thereunder, since 
the plain purpose of the act is to make electric energy available on a co- 
Operative basis to the inhabitants of those rural areas where electric dis- 
tribution systems are not available from municipal or public utilities, p. 187. 


Monopoly and competition, § 54 — Electric service — Army air fields — Rural 
cooperative area. 


3. Authority for an electric utility company to construct and maintain a 
line for supplying service to an Army air field should not be denied on the 
ground that the line would be in the area served by a rural electric mem- 
bership corporation, when the utility company is much better able to meet 
the requirements of public convenience and necessity and the furnishing of 
such service by the membership corporation would mean an overextension 
and assumption of risk not compatible with base loads, p. 187. 


{March 12, 1943.] 


_— by utility company for certificate of public conven- 
tence and necessity authorizing service to an Army air field 
in rural territory; granted. 


¥ 


APPEARANCES: Von E. Living- Corporation; O. T. Hartwell, for 
ston, Attorney, Fort Wayne, for the Louisville District United States En- 
petitioner; John H. Edris, Attorney, gineering. 

Bluffton, for protestants, Allen-Wells 
County Rural Electric Membership STuCKEY, Commissioner: On Jan- 
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uary 7, 1943, the above-captioned pe- 
titioner filed its verified petition with 
the Public Service Commission of In- 
diana, which petition, omitting the cap- 
tion, signatures and verification, is as 
follows, to wit: 

“Your petitioner, Indiana Service 
Corporation, represents and shows un- 
to the Commission : 

“1. Indiana Service Corporation is 
a corporation organized and existing 
under the laws of the state of Indiana, 
with its principal office in the city of 
Fort Wayne, Indiana. Petitioner has 
charter power to engage in and is en- 
gaged in the production, manufacture, 
purchase, sale, and supply of electrical 
energy, gas, and water to the towns 
and cities and to the public in general 
in the state of Indiana, for heating, 
lighting, domestic, commercial, indus- 
trial, and power uses and purposes, and 
other business incidental thereto. Pe- 
titioner supplies approximately 28,000 
customers with electrical energy, said 
customers residing in 94 cities, towns, 
and communities in fourteen counties 
in the northern part of the state of In- 
diana, and, in addition, petitioner sup- 
plies approximately 3,000 rural cus- 
tomers with electrical energy, said 
rural customers residing in the terri- 
tory adjacent to and between said 
cities, towns, and communities. Said 
customers are supplied with electrical 
energy from a system owned, managed, 
and controlled by petitioner, and which 
it has owned, managed, controlled, and 
operated for more than five years last 
past; that the customers of the peti- 
tioner, supplied with electrical energy, 
reside in the counties of Adams, Allen, 
Carroll, Huntington, Jay, Noble, 
Wells, and Whitley, and other counties 
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in the northern part of the state of 
Indiana, and petitioner owns, manages, 
controls, and operates electrical gener- 
ating, transmission, and distribution 
facilities in said counties for supplying 
said electrical energy to its customers, 
“2. Petitioner, in supplying electri- | 
cal energy to its customers, desires to — 
construct, own, operate, manage, and 
control an electric distribution line, on 
poles carrying crossarms and insula- 
tors, conductors, ground wires, and 
communication lines for the distribu- 
tion of electric energy and communi- 
cation purposes. Said line will be con- 
structed and located as described in 
Exhibit “A” hereto attached, consist- 
ing of two pages and two maps, all of 
which, including the allegations there- 
of, are hereby made a part hereof. 


“3. Allen-Wells County Rural Elec- 
tric Membership Corporation and In- 
diana Statewide Rural Electric Codép- 
erative, Inc., Indianapolis, Indiana, 
were formed under the Rural Electric 
Membership Corporation Act of In- 
diana, Chap. 175, Acts of 1935, of In- 
diana as originally enacted or as 
amended. The articles of incorpora- 
tion of said corporations describe ter- 
ritory through which petitioner desires 
to construct, own, operate, manage, 
and control the distribution line here- 
in described. 

“4. Petitioner represents that the 
said electric line and facilities are to 
provide electric service to the gasoline 
and coal storage facilities at the Unit- 
ed States Army Air Field, known as 
Paul Baer Field, south of Fort 
Wayne, Indiana, that it is necessary 
for petitioner to construct, own, oper- 
ate, manage, and control the distribu- 
tion line and facilities herein described 
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in order to furnish the prospective 
customer with proper, adequate, and 
suitable service. 

“5. Petitioner represents that the 
construction, ownership, operation, 
management, and control of said dis- 
tribution facilities by the petitioner is 
necessary in the prosecution of the war 
and is required by public convenience 
and necessity. 

“6. Petitioner has been authorized 
by the War Production Board to con- 
struct said distribution line and facili- 
ties as more fully appears from the let- 
ter of the War Production Board, dat- 
ed December 22, 1942, to the petition- 
er, a copy of which is attached hereto, 
marked Exhibit ‘B,’ and hereby made 
a part hereof. 

“Wherefore, petitioner prays that 
after public hearing, advertised and 
conducted as provided by law, the 
Commission issue its order declaring 
that public convenience and necessity 
require the construction, ownership, 
operation, management, and control of 
said distribution line and facilities by 
petitioner, and petitioner prays for all 
other proper relief.” 

Pursuant to notice as is required by 
law public hearing was held in the 
rooms of the Commission, 401 State 
House, Indianapolis, Indiana, at 10 
A.M., Thursday, January 21, 1943, 
with appearances as above noted. 

Wherever R. E. M. C. appears in 
this order, the same shall be taken to 
mean Rural Electric Membership Cor- 
poration. 

The Commission, having considered 
all the evidence, arguments, and state- 
ments of counsel in this cause, on Jan- 
uary 22, 1943, entered its original or- 
der herein whereby it found that peti- 
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tioner had proved all the material al- 
legations and representations as set out 
in said petition and the exhibits at- 
tached thereto, and granted to petition- 
er a declaration of public convenience 
and necessity for the construction, 
ownership, operation, management, 
and control of the distribution line 
and facilities as prayed for in said pe- 
tition. The granting of such declara- 
tion was, in the judgment of this Com- 
mission, not only warranted, but re- 
quired, by the record in this proceed- 
ing. 

However, since the entry of said 
crder, it has appeared to the Commis- 
sion that certain of the statements em- 
bodied in the findings contained in the 
order may have been subject to a con- 
struction not intended. The Commis- 
sion desires, therefore, to clarify and 
set aside its original order in this 
cause, and will make this revised order 
nunc pro tunc as of January 22, 1943. 


[1-3] The Commission finds from 
the evidence in this cause that time ap- 
pears to be as of the essence; that a 
representative of the United States 
Army has testified herein that the elec- 
tric service must be made available to 
the United States government at the 
Paul Baer Field, Fort Wayne, not later 
than January 31, 1943; that the pro- 
posed service by petitioner is to be ren- 
dered within territory previously 
granted to the Allen-Wells R. E. M. C. 
to serve its members; that the Fed- 
eral government, after considering its 
needs at the Baer Air Feld, and the 
sources of available service, selected 
petitioner as best equipped to render 
the service required ; that petitioner has 
procured the necessary authority from 
the War Production Board for the use 


48 PUR(NS) 





INDIANA PUBLIC SERVICE COMMISSION 


of critical materials to be used in the 
construction of the proposed electric 
line; that the said Allen-Wells R. E. 
M. C. did not file its application for 
such authority with said governmen- 
tal agency until January 14, 1943; that 
the materials which said protestant 
proposes to use in the construction 
would be inferior to the materials 
which petitioner is to use; and that 
petitioner is much better able to meet 
the requirements, in this instance, of 
public convenience and necessity and 
should be authorized to render the pro- 
posed service. 

From the evidence, the Commission 
believes that adequate and satisfactory 
service should be made available in this 
instance at the earliest possible mo- 
ment, and that such service should be 
given by petitioner. In fact, the evi- 
dence is so preponderantly on the side 


of petitioner that it is hard to under- 
stand why the Allen-Wells R. E. M. C. 


has made a protest in this case. Such 
protest is apparently based upon the 
idea that Allen-Wells R. E. M. C. not 
only has a right to enter into the busi- 
ness of serving large power loads, 
which become available under the war 
expansion activities of government and 
industry, but also that service of such 
loads should not be permitted from 
any other source. In our opinion such 
position is unsound, and we desire to 
sound a warning note. We do not 
believe that the rendering of service of 
the character sought to be supplied by 
petitioner in this cause, or the incur- 
ring of financial obligations and risks 
necessarily attendant thereon, are with- 
in the scope of the activities contem- 
plated by the R. E. M. C. Act for co- 
Operative organizations created there- 


under. The plain purpose of the act is 


' to make electric energy available on a 


cooperative basis to the inhabitants of 
those rural areas of the state where 
electric distribution systems are not 
available from municipal or public 
utilities. Numerous provisions of the 
act, as, for example, provisions as to 
membership found in § 8 (Burns’ 55- 
4408) and those as to additional con- 
struction found in § 18 (Burns’ 55- 
4418) make it plain that the intended 
activities for corporations created 
thereunder were not those of under- 
taking the risks of the heavy invest- 
ment and obligations of providing elec- 
tric energy for large and too often 
greatly fluctuating loads of industrial 
or other large power users, either pri- 
vate or governmental. Rather the pur- 
pose of the act was to provide on a co- 
Operative basis electric service for the 
farmers and related community busi- 
ness interests in territory which had 
no electric service available. In pro- 
viding such service, those cooperative 
organizations have done and are doing 
a splendid job. But it seems clear to us 
that the engaging by rural codperatives 
in the business of providing the expen- 
sive facilities and the assurance of an 
adequate supply of the large amounts 
of electric energy that are and will be 
required by wartime activities of in- 
dustrial plants, of huge government 
camps, air fields, depots, etc., would in 
general mean an overextension and as- 
sumption of risks not compatible with 
their base loads. Service of that char- 
acter and magnitude is related to loads 
that will probably in many cases prove 
transient. Where such a condition ex- 
isted it would jeopardize the financial 
soundness of the codperative enter- 
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prises so affected and burden them with 
obligations and risks that would en- 
danger and probably make prohibitive 
continued and unimpaired service to 
their regularly constituted members, 
the efforts of whom have brought 
about the service they now have. 
Clearly it is not in the general public 
interest to thus endanger the electric 
service that has now been provided in 
these areas which were formerly un- 
served. 

Neither in this case nor in the sound- 
ing of this warning is it necessary for 
us to decide whether the R. E. M. C. 
Act permits codperatives to engage in 
rendering service to large power users; 
and nothing here said is intended to be 
a finding upon any such question. 

The Commission further finds that 
the prayer of petitioner should be 
granted, and that the conttact entered 


into by and between petitioner and the 
United States Government should be 


approved. 

It is therefore ordered by the Public 
Service Commission of Indiana that 
the original findings and order issued 
in this cause on January 22, 1943, be, 
and the same hereby are, rescinded and 
set aside. 

It is further ordered that by this re- 
vised order there be, and hereby is, 
nunc pro tunc as of January 22, 1943, 
granted and given to petitioner, In- 
diana Service Corporation, of Fort 


Wayne, Indiana, a certificate of public 
convenience and necessity for the con- 
struction, ownership, operation, man- 
agement, and control of the said dis- 
tribution line and facilities by said pe- 
titioner to serve the United States of 
America at the Paul Baer Field, within 
the territory of Allen county, as set out 
in the legal description thereof in Ex- 
hibit “A” attached to and a part of said 
petition. 

It is further ordered that the con- 
tract executed by and between petition- 
er and the United States Government, 
which was introduced and admitted 
into evidence as petitioner’s Exhibit 
No. 3, be, and the same hereby is, ap- 
proved, and that the proposed service 
is to be rendered at the approved rates 
which are on file with this Commis- 
sion, and as more particularly set out 
in Appendix B to said petitioner’s Ex- 
hibit No. 3. 

It is further ordered that petitioner 
pay into the treasury of the state of 
Indiana, through the secretary of this 
Commission, the total sum of $8.48, 
being the expense to the Commission 
for giving notice by publication of the 
hearing in this cause. The total ex- 
pense of $7.50 for the giving of notice 
by publication in the Journal-Gazette 
and the News-Sentinel, newspapers of 
general circulation printed and pub- 
lished in the city of Fort Wayne, coun- 
ty of Allen, was paid by petitioner di- 
rectly to the publishers of those papers. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Iron River Water, Light & Tele- 
phone Company 


[2-U-1867.] 


Service, § 291 — Maintenance of service pipe — Company rule. 
A water company rule requiring the utility to maintain all water services 
from the street main to the location of and including the curb cock and box 
and providing for correction without expense to the property owner of any 
defective condition that may be found between the main and curb is rea- 


sonable. 


{April 1, 1943.] 


| itinonimenen on Commission motion of rules, regulations, 
and practices of a water company; existing rules held obsolete 
and rules prescribed held reasonable. 


By the Commission: By notice of 
investigation and hearing issued on 
September 25, 1942, the Commission 
began an investigation on its own mo- 
tion of the rules, regulations, and prac- 
tices of the Iron River Water, Light, 
and Telephone Company, Iron River, 
Bayfield county, as a public water util- 
ity. Such notice was issued after in- 
formal complaint by Roland W. Mel- 
lon, a customer of the utility, that the 
utility had refused to repair a leak in 
a water main serving his premises. 


APPEARANCES: Theodore F. Cal- 
lahan, Vice President, Iron River, for 
Iron River Water, Light, and Tele- 
phone Company; H. T. Ferguson, 
Staff Counsel, and P. A. Reynolds, 
Rates and Research Department, of 
the Commission staff. 
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Present rules and regulations of the 
company were adopted in 1892 and 
have not been revised since that time. 
Concerning maintenance of mains and 
service lines, the record shows that 
during the early years when the Iron 
River water plant was being expanded 
an irregular practice inadevertently de- 
veloped whereby property owners de- 
Siring water service hooked on to 
neighbors who had already tapped a 
main or several persons banded to- 
gether and extended small sized pipes 
from the nearest cast iron main to 
their premises at their own expense. 
In many instances, apparently, the util- 
ity was not consulted before the ex- 
tensions were made. The evidence is 
that of 200 water takers about 20 per 
cent get service from service lines 
with at least two customers connected. 
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Small-sized pipes of 4-inch, g-inch, 
or even #-inch diameter are not con- 
sidered mains. Experience shows that 
service to several customers through 
such pipes is not satisfactory. A cast 
iron main has a life of 150 to 200 or 
more years, depending on local condi- 
tions, but the small service pipes of 
wrought or galvanized iron usually 
have less than a 25-year life. In Iron 
River many of these small-sized supply 
lines have practically reached the end 
of their service lives and must be re- 
placed as soon as the scarcity of ma- 
terials resulting from the war is re- 
lieved. A liberal main extension policy 
should be developed and be available 
for use as soon as critical materials 
are again available. Such a rule is in- 


corporated in the rules herein ordered. 


With a reasonable main extension 
rule the utility can solve more easily 
than otherwise the problem of eventu- 
ally eliminating the numerous “tacked 
on” service lines which are being used 
in many cases in lieu of.distribution 
mains. Under normal conditions such 
elimination of small pipe extensions is 
difficult while under the present emer- 
gency elimination is practically impos- 
sible. The record discloses extensions 
of such small pipe for distances of a 
block or more to several groups of cus- 
tomers. The informal complaint that 
caused this proceeding to be started 
concerns one such extension. The R. 
W. Mellon residence, according to the 
testimony, is the last house at the edge 
of the unincorporated village of Iron 
River, northeast from the center of the 
community. The leak on such line de- 
veloped somewhere between the private 
shut-offs of two other customers lo- 
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cated nearer the main than the Mellon 
home. There are no data on how the 
line was originally financed or wheth- 
er there was any agreement between 
the customers as to maintenance of the 
line. The record indicates that, be- 
cause of the divided ownership of these 
private lines and the reluctance or re- 
fusal of users to repair leaks, the util- 
ity, to prevent loss of its water and 
reduction of pressure, has itself re- 
paired some leaks. The rules herein 
prescribed should take care of these 
situations. 

Subsequent to the hearing our utility 
rates and research department prepared 
and submitted to the company a tenta- 
tive draft of revised rules. On March 
17th the company returned such pro- 
posed rules together with comments, 
criticisms, and proposed changes. The 
rules prescribed herein represent our 
conclusion from a review of the testi- 
mony; of the rules proposed by our 
rates and research department ; and of 
the company’s comments, criticisms, 
and suggested changes. 

The usual and normal procedure in 
Wisconsin is for water utilities to 
maintain mains and service lines up to 
the curb at their expense. There are 
some exceptions, however, in that cer- 
tain Class A water utilities require 
service lines from main to point of 
metering to be maintained at the ex- 
pense of the property owner. We con- 
sider that an equitable rule for use at 
Iron River is a requirement that the 
utility maintain all water services from 
the street main to the location of and 
including the curb cock and box and 
for correction without expense to the 
property owner of any defective con- 

48 PUR(NS) 





WISCONSIN PUBLIC SERVICE COMMISSION 


dition that may be found between the 
main and curb. Should a defective 
condition be found between the curb 
stop nearest the cast iron main to 
which the service is tapped and the 
premises using water, the property 
owner or owners should be notified to 
have the defective condition corrected 
at their own expense. 

An example of how the prescribed 
rules would operate is furnished by 
considering the procedure to replace 
with cast iron pipe the existing service 
line connecting the Mellon premises to 
the water system. If we assume that a 
cast iron main 325 feet long is re- 
quired to reach the Mellon residence 
and that four customers on such main 
will use water worth $10 each per year, 
or a total of $40, the company under 
the proposed rule will extend and fi- 
nance a main costing five times this 
amount or $200. If the estimated cost 
of installing 325 feet of 4-inch main 
should be $422.50, the customers 
would be required to contribute $222.- 
50 or an average of $55.62 each. If 
within a 5-year period an additional 
customer was connected to such ex- 


tension and his estimated use of water 
was $10 per year, or $50 for a 5-year 
period, the procedure would be for the 
company to refund to the four original 
contributors a total of $50 or $12.50 
io each contributor. By such refund 
the average contribution per original 
customer would be $43.12. The new 
customer would be required to pay a 
connection charge of $43.12 which 
would be divided among the five users 
of service and $8.62 would be paid 
each. Each taker from the main ex- 
tension would thereafter be left with 
a contribution to the cost of the ex- 
tension of $34.50. As may be seen 
such procedure would result, assuming 
a reasonable saturation of customers 
or larger use of water, in lowering con- 
tributions materially or eliminating 
them entirely. 

The Commission finds: 

1. That the existing rules, regula- 
tions, and practices of the Iron River 
Water, Light, and Telephone Compa- 
ny as a public water utility are inade- 
quate, obsolete, and unreasonable. 

2. That the rules and regulations 
herein prescribed are reasonable. 
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Many a devil’s food cake would 
have gone flat except for the cor- 
rect degree of heat measured out 
by a Robertshaw Thermostat. 
But nowadays here at Robert- 
shaw we're measuring heat for 
devil’s food of a different kind— 
we’re making boosters and 
shells for aircraft and anti-air- 


craft guns; we’re turning out 
fuses for hand grenades, and 
primers and ignition cartridges 
for rockets. Likewise we make 
instruments for aircraft, and it’s 
all work for which we have been 
peculiarly fitted during long 
years in the precision ‘manufac- 
ture of Robertshaw Thermo- 


For High Achievement in the production of war equipment, 


stats. What Robertshaw Ther- 
mostats we still make are used 
entirely on Government projects 
—a work which serves the double 
object of keeping our research 
department and engineering 
division looking toward new 
models for the coming days 
of peace. 


(OBERTSHAW 


ROBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA. 
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Industrial Progress 


Selected information about products, 
manufacturers. 
and changes in personnel. 


offered by 
new literature 


Serv ic es 
ments of 


Equipment Notes 
Exide Announces New Plastic 
Battery Retainer 


Announcement of a plastic storage battery 
retainer manufactured from polystyrene, for 
use in certain types of Exide batteries, is made 
by The Electric Storage Battery Company, 
Philadelphia. 

The new retainer not only has technical ad- 
vantages, but is also said to be more perma- 
nent than the former type of retainer, accord- 
ing to the company. In addition, as it is now 
being manufactured, it uses less critical ma- 
terial. 

Although the basic raw materials are still 
on the critical list, the new polystyrene re- 
tainer can be manufactured from secondary 
materials, and by-products of this material 
are used for other war purposes. The result 
is a retainer that is claimed to mark a dis- 
tinct step forward in battery design just as 
the slotted rubber type, which was “developed 
years ago, did in its day. 


Maximum HS 
removal per [b. 
of Oxidel 


@ Lavino Activated Oxide is 
made specifically for maximum sulphur re- 
moval...is not just a satisfactory” purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell you all about its remarkable 
record; just write a note on your letterhead to 


E. J. Lavino and Company 


1528 Walnut St. 
Philadelphia 


Penna. 


supplies and 
Also announce- 


Telephone People Honored for 
Outstanding Public Service 


From a group of 28 men and women tele- 
phone workers who were selected for doing 
individual outstanding “acts of noteworthy 
public serv‘ce’’ during 1942, four persons have 
been chosen for special honor by the award of 
silver medals plus cash awards of $500 each. 
The other 24 persons will receive bronze 
medals and $100. In addition to the individual 
awards, two special plaques commemorating 
acts of public service by groups of Bell Sys- 
tem people were awarded. In all cases, the 
awards were provided by the Theodore N. 
Vail Memorial Fund, established in 1920 in 
memory of Mr. Vail, former president of the 
American Telephone & Telegraph Company. 

Those receiving silver awards were Mrs. 
Jennie Crouse of the Rossville (Ill.) Tele- 
phone Company; Miss Lila Wood, Mrs. Evelyn 
Fujko and Joseph Fujko of the Wisconsin 
Telephone Company. 

This is the twenty-third year that Vail 
medals have been awarded for acts of note- 
worthy public service. 
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Catalogs and Bulletins 

Aiding War Production with Clean, Dry Air 

The Logan Engineering Co., 4900 Lawrence 
Ave., Chicago, has just released a new 8-page 
bulletin (No. 543) which points out the un- 
necessarily high maintenance and replacement 
costs and loss in man-hours resulting from 
moisture and dirt in compressed air lines. 

Entitled “Aiding War Production with 
Clean, Dry Air,” the booklet illustrates how 
the Aridifier, made by this company, cleans 
and dries compressed air by centrifugal force. 
How the compact cast units are placed in the 
line is shown and complete specifications are 
given for sizes from 2 in. to 10 in. Many rep- 
resentative installations are pictured and the 
contaminated air problem that was solved is 
detailed in each case. 

Copy of the bulletin will be forwarded on re- 
quest. 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 
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OUT OF THE SKY... 
and off the face of the earth! 


Autocar Half-Tracks are blasting the enemy out 
of the sky and busting enemy tanks off the face of 
the earth. Other special-purpose vehicles made 
by Autocar for the Army, Navy, Marine Corps, and 
Air Forces are in there fighting. That’s their job. 
Sauna They must do it well... . All-out production for 
vidual war is a dress rehearsal for better production and 
better tracks when the war is won. Until then, dig in 


for war and keep your pledge to the U. S. Truck 








Conservation Corps. Your trucks are your own, 


but their life belongs to the Nation. 


AUTOCAR 


note- a aa MANUFACTURED IN ARDMORE, PA. 
SERVICED BY FACTORY BRANCHES FROM COAST TO COAST 
—— 
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Catalogs & Bulletins (Cont'd) 
Shaft Joints and Assemblies 


A new book entitled “Shaft Joints and As- 
semblies” has been released by the Brooks 
Equipment Corp., 90 West Street, New York 
city, and the Brooks Equipment Corp. of Cali- 
fornia, with offices at San Francisco, Seattle, 
Los Angeles, and Portland, Oregon. 

This book provides complete descriptions of 
two entirely new joints—the consolidated 
hinged joint with positive and effective oper- 
ating range at angles from 0° to 92° in any 
one given plane, and the revoluntionary Brooks 
universal joint with positive and effective op- 
erating range at angles from 0° to 360° in any 
plane. 

Along with the descriptions are data sheets 
-_ blueprints of the joints themselves and 

the brackets, expansion couplings, assemblies, 
shaft hangers, accessories used for their in- 
stallations. 

A registered copy of this book will be sent 
free upon request to the company. 


Robertshaw Charts Aid Kitchen Staff 


Robertshaw Thermostat Company _ has 
launched an educational program for the bene- 
fit of harassed kitchen operators. As ex- 
plained by W. D. Crouch, manager of Robert- 
shaw’s Industrial and Commercial Division, 


: THE cooperation of the electric 
: utility industry with the watthour meter manu- 


the program comprises five complete, but sim- 
ple and understandable charts covering the 
correct operation of thermostatically equipped 
roasting and bake ovens, deep fat fryers, coffee 
urns, and steam tables. A means is provided 
for making these charts readily available to 
utility companies who may desire them for 
distribution among their commercial cus- 
tomers. 

The charts are 10 x 15 in. in size, printed in 
two colors, varnished for durability, punched 
for easy hanging, and have been compiled from 
authoritative information. A slight charge is 
made toward cost of production, handling, and 
railing. Utility companies desiring informa- 
tion about sets for distribution should address 
Robertshaw Thermostat Company, 30 Church 
Street, New York. 


Surface Condensers 

A 36-page booklet on surface condensers has 
been announced by Ingersoll-Rand Company, 
New York. 

Among the subjects discussed in the booklet 
are: Structural and design features; steam 
penetration; air removal equipment; marine 
condensers; cross-flow condensers; essentials 
Ot ra condenser plant; condenser accessories 
and pumping equipment, etc. Several pages are 
devoted to illustrations of typical condenser 
installations. 

Copy may be obtained, free of charge, from 





| “facturers has kept the design and develop- 


(* “ment of the modern watthour meter well 
ahead. of metering requirements. Thanks to 


: : this. ‘cooperative spirit, watthour meters will 


again play | their important part in system 
modernization. when normal times are once ‘ 
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THE MERCOID CATALOG IS A GOOD REFERENCE BOOK WHEN IN NEED 
OF AUTOMATIC CONTROLS. A COPY WILL BE SENT UPON REQUEST. 


NY The Mercoid Corporation, 4219 Belmont Avenue, Chicago, Ill. 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


SS GS 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN- UNION 


CONDUCTOR FITTINGS 








Catalogs & Bulletins (Cont'd) 


anv Ingersoll-Rand service branch or the head 
office at 11 Broadway, New York. Specify 
Form 9327. 
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Manufacturers’ Notes 


Ridge Tool Moves into 
New Plant and Offices 

The Ridge Tool Company, Elyria, Ohio, has 
recently moved from its original factory site 
at North Ridgeville into completely remodeled 
and modernized plant and offices in the city of 
Elyria. Increased business of the makers of 
RIDGID Pipe Tools has for some time made 
expansion of manufacturing facilities neces- 
sary; plans have been sped up in the past few 
months because of increased jobber and war 
orders. The new factory provides five times the 
working space of the old and permits greater 
manufacturing efficiency. A feature of the new 
offices is an attractive mural 22 feet long by 3 
feet deep in the reception room, painted by 
Glenn Shaw of the Cleveland School of Art; 
it depicts the uses of RIDGID pipe wrenches, 
threaders, cutters and vises in many industries. 
The Ridge Tool Company is twenty years old 
this year. 


R & 1 E Announces New Sales 
Representative on West Coast 

Garland-Affolter Engineering Corporation 
has been appointed sales representative for the 
Railway and Industria] Engineering Company, 
Greensburg, Pa., to cover the West Coast. 

Along with R&IE hi-pressure contact switch- 
ing equipment, Garland-Affolter handle other 
allied apparatus. 


Copperweld Steel Appointment 


James A. Smith, assistant superintendent of 
the Copperweld Steel Company, Glassport, Pa., 
was recently appointed general superintendent 
of the plant. 

Mr. Smith joined the Copperweld organiza- 
tion in November, 1920. He served in the ca- 
pacity of shipping foreman until 1943 when 
he became fabricating superintendent. In 1939 
he assumed the duties of assistant superinten- 
dent. 


Peterson Joins Baldwin Locomotive Works 


V. H. Peterson, for the past two years vice- 
president of the Elliott Company, has been 
appointed assistant to the president of The 
Baldwin Locomotive Works, according to a 
recent announcement. 





“MASTER*LIGHTS" 
® Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Cambridge, Mass. 
“MASTER*LIGHT*MA\ ERS" 
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eh. OF BILL ANALYSIS 











bit HAT effect is the war production program having on your bill dis- 
Pa., tribution? Analysis of customer usage data will provide the answer to 
= this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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EFFICIENCY — PER CENT 





Save to Win a - | - s | 
with these four simple rules »-»+/IS a vita princip @ 


f batt are: afis . 
ie epee of utility operation! 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Conservation of materials is no new story 
to the men who operate public utilities. 
all times. This will assure maximum With thrift and efficiency they have always 


Keep the top of the battery and 
battery container clean and dry at 


protection of the inner parts. F 
planned for conservation. 
Keep the battery fully charged— 
but avoid excessive over-charge. ’ 
Digits ‘allgne wk Mak Seniet They’ve squeezed the last ounce of use 
when charged at its proper voltage. out of materials and equipment in their 


4 Record water additions, voltage, care .. . and today, that need is intensified. 
and gravity readings. Don't trust 


memory. Write d com- “ae A 
gpa aig oot gr One helpful principle to follow is that of 


history. Compare readings. “Buy to Last—Save to Win.” Buy quality 
If you wish more detailed information, or products and equipment, then care for it to 
have a special battery maintenance prob- sd d “a 
lem, don't hesitate to write to Exide. avoid needless replacement. That conserves 
We want you to get the long-life built : : _ 
is atu hetady. dak or dent raw materials, labor, and space in factories. 
Form 3225. It frees these productive elements for essen- 


tial war production. 


4 
— Fxide — 
THE ELECTRIC STORAGE BATTERY CO. 


CHLORIDE Philadelphia 
BATTERIES Exide Batteries of Canada, Limited, Toronto 
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TEST MADE AT APPROXIMATELY IOOOFEET GROSS HEAD 


40000 
HORSEPOWER 


FIELD TEST CURVE 


for 
60,000 H.P.—925 NET HEAD—450 R.P.M. 
VERTICAL FRANCIS TURBINE 


Built by 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 


Our facilities for building turbines, 
valves, rack rakes, gates, etc., are now in 
use for constructing ships for the Navy. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 


financing, 


design and construction. 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 


ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY 


NEW YORK 


& ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








vrssox  FOCD, Bacon « Davis, anc. mex cass 


CONSTRUCTION 
OPERATING COSTS 


NEW YORK 


Engineers INTANGIBLES 
VALUATIONS AND REPORTS 


PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS 
Steam, Electric, Gas, Hydro, 
Designs and Construction, 
Operating Betterments, 
Inspections and Surveys, 
Feed Water Treatment. 





SPECIALISTS 
POWER ENGINEERING SINCE 1906 pissing and Expediting, 
Rates, Research, Reports, 


Serving Utilities and Industrials : 
Personnel Relations, 


: Reading, Pa. Original Cost Accounting, 
Washington New York Accident Prevention, 














J. A. 


MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 


New Projects 


Consulting Engineerin 


Management Reorganizatiens 
rf Mergers 
Public Utility Affairs including Integration 





Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization 
Chicago New York Sen Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 














— & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING °* APPRAISALS 


BOSTON e NEWYORK ee CHICAGO e¢ HOUSTON 


SAN FRANCISCO e LOS ANGELES 





e PITTSBURGH 











THE J.G. WHITE ENGINEERING CORPORATION 


DESIGN © CONSTRUCTION ® REPORTS ® APPRAISALS 
80 BROAD STREET, NEW YORK 














BARKER & WHEELER, ENGINEERS EARL L. CARTER 
DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 
MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
11 PARK PLACE, NEW YORK CITY Original Cost Studies. 
36 STATE STREET, ALBANY, N. Y. 


910 Electric Building Indianapolis, Ind. 








BLACK & VEATCH JACKSON & MORELAND 

CONSULTING ENGINEERS 
Appraisals, investigations and re- Oe ous near 
ports, design and supervision of con- DESIGN AND SUPERVISION VALUATIONS 
struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 
4706 BROADWAY KANSAS CITY, MO. 


BOSTON 


ENGINEERS 














NEW YORK 








(Professional Directory Concluded on Next Page) 
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PROFESSIONAL DIRECTORY 


| DAVEY E l NG § i 
(concluded) DAVEY TREE TRIMMING SERVICE 

















JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 1846 1923 
7 ae en with ad | 

rate inquiries, epreciation, xe capital | 

reclassification, original cost, security issues. | JOHN DAVEY 


Founder of Tree Surgery 


A. S. SCHULMAN ELEctrRIC Co. | Davey Builds Good beta 


Contractors 








A bungling job of public rela- 

TRANSMISSION Lines—UNDERGROUND Distri- tions is always expensive. One of 
BUTION — Power STATION — INDUSTRIAL — = 4 

CoMMERCIAL INSTALLATIONS | the pleasing things about Davey 


537 SourH Dearsorn ST. Cuicaco service is the way it consistently 
pleases tree owners. Davey men 


build good will. 








J. W. WOPAT 


Consulting Engineer 


Construction Supervision DAVEY TREE EXPERT CO. KENT, OHIO 
Appraisals—Financial 


PMN 878 0 DAVEY TREE SERVICE 


Fort Wayne, Indiana 


Always use dependable Davey Service 
































e Whatever the demands of the gas in- 

dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 


@ Mr. A. L. Smyly 
President 
eee Tron 


nge 
ese Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL. ELIZABETH, N. J 
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There is a Ric-wiLl insulated conduit system engineered to your specific 
needs—the transmission of steam, hot water, oil, hot or refrigerated 
process liquids—providing heat transfer with the lowest possible loss. 

(_) 
yey 
ea NP 

>, 
“q Sena 1. RIC-WIL INSULATED PIPE UNIT— SINGLE PIPE SYSTEM 
ae, 
1 BS P Prefabricated complete units—pipe as specified, thoroughly insulated, in 
helical corrugated conduit, coated and wrapped with asphalt saturated 
asbestos felt. 21-ft. lengths for speedy installation. For underground or 

overhead systems. 


2. RIC-WIL INSULATED PIPE UNIT— MULTIPLE PIPE SYSTEM 


Any specified combination of pipes in prefabricated conduit—insulated 
and protected the same as the single pipe system. Any or all of the pipe 
lines may be specially insulated to meet job requirements. 


3. RIC-WIL INSULATED PIPE UNIT—FOR PROCESS LIQUIDS 


An adaptation of the multiple system used where a steam or hot water 
line heats fluids in other lines. Pipes are insulated from the exterior but 
not from each other. Sizes and specifications as required—conduit same 
as for other insulated pipe units. 


4, RIC-WIL STANDARD TILE CONDUIT—TYPE F 


Vitrified glazed A. S. T. M. Standard Tile Housing—acid and waterproof 
—with foundation type base drain supporting weight of piping through 
correctly engineered pipe supports. Positive locked-in-place cement seals 
on sides and ends. For single or multiple pipes. 


5. RIC-WIL SUPER TILE CONDUIT—TYPE F 


Same advantages as Standard Tile but with walls approximately double 
thick for strength under heavy traffic or where overhead load is above 
normal. Will support concentrated static load of 6 tons per wheel under 
actual installation conditions. Base drain of extra-heavy tile. 


6. RIC-WIL CAST IRON CONDUIT—TYPE F 


Heavy reinforced cast iron conduit for use where underground pipe 
lines run close to or under railroad tracks. Durable, water-tight and 
vibration-proof. Positive locked-in-place cement seals on sides and ends 
with metal clamps for extra tightness. 


7. RIC-WIL TILE CONDUIT—UNIVERSAL TYPE 


Where installation conditions dictate the use of a concrete pad Ric-WiL 
Universal Tile is recommended. Side walls are double-cell vitrified trape- 
zoidal block design. Arch may be Standard Tile, Super-Tile, or Case Iron. 


» 8 RIC-WIL TILE CONDUIT—TYPE DA 


For oil or process liquids where conduit must be insulated but individual 
lines are not insulated from one another. Insulation is a diatomaceous earth 
lining, moulded and keyed to inside of tile. May also be used (Type DF) 
with fibre insulation for steam heat, power and superheated steam. 
Applicable to Standard, Super-Tile and Cast iron. 


























Ric-wiL accessories are available in all type systems; standard 
and special fittings, factory fabricated or field fabricated 
expansion devices, alignment guides, and anchors. Descriptive 
bulletins on request. 


GET THE ORIGINAL — SPECIFY RIC-WIL 


INSULATED CONDUIT SYSTEMS 


RIC-WIL Tue Ric-wiL COMPANY - CLEVELAND, OHIO 


AGENTS IN PRINCIPAL CITIES 
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WASHINGTON, 
Industrial embassies in Washington, 663. 
Socialization of electric utilities, 618. 
Utility outlook for 1943, 3. 


WATERWAYS, 

Great Lakes waterway problem and alterna- 
tive route across upper Michigan penin- 
sula, 225. 

— mass employment in public works, 


Postwar planning for all transportation, 282. 


WRITE-OFFS, 
oe over original cost and write-offs, 


WRITE-UPS, 
— over original cost and write-offs, 


Diverse interpretation of established rules, 


YARDSTICK, 
— case of the vanishing yardstick, 

















Let Addressograph supply the experience 


WHEN modern business methods go into action, it’s Addressograph that sup- 
plies accuracy, speed, economy and skill to business paper work procedures. 

Simplicity of method and simplicity of operation get results that daily prompt 
present Addressograph owners to extend the use of their equipment. Installations 
made for one use, now handle many, such as issue of War Bonds, processing Gov- 
ernment Reports, writing Payroll, Production Control and Inventory Records, 
identifying Parts and preparing Shipping Documents. 

Call in your near-by well-informed Addressograph representative for ideas on 
full employment of the equipment you already own. Or write the home office. 


PRODUCING FOR WAR © PLANNING FOR PEACE 


Alina 





EUCLID » OHIO 





Addressoxraph is a trade-mark registered in the United States Patent Office 





TO RELEASE SYSTEM CAPACITY for addi- 
tional kilowatts, G-E capacitors have 
recently been installed in much larger 
banks than ever before. At one large alu- 
minum plant where the load is such that 
reactive kva is required in great quantity, 
nine capacitor €quipments like the one 
shown, totaling 22,680 kva, are in use. 


AUTOMATIC ANNEALING of stainless- 
steel parts is now being carried out on a 
continuous, quantity-production basis, us- 
ing G-E roller-hearth, controlled-atmos- 
phere furnaces. The charging into the 
furnace of the trays carrying the parts, the 
quick transfer from heating to cooling 
chambers, and the discharge of the trays 
are all automatic. Close temperature con- 
trol is also automatically maintained. 


HIGHER OUTPUT IN COAL STRIPPING is 


., being obtained at an Illinois mine by 


i 


cc 


GENERAL {5 


controlling the hoist, swing, and croy 
motions of a 35-cu-yd shovel with G 
amplidyne control. The amplidyne systé 
provides a simple means of instantaneous 
controlling excitation current to the di 
ing motors—the amplidyne generator boos 
ing the low-power control currents sever 
thousand times. Because amplidyne outp 
is instantly responsive to minute chang 
in the control current, the operator c 
swing the huge bucket as if it were a spo 
in his hand. 


YOUR ENGINEERS serving industry a 
ether users of electric energy have an i 
portant war job to do in helping to ma 
the most of our power resources. Electri¢ 
ideas such as these, though sometim 
minor in themselves, can add up BIG wh 
widely applied—frequently saving energ 
man power, and critical materials. Gene 
Electric is ready to assist in the cause 

conservation by supplying further infe 
mation or application aid wherever be 

electrical utilization can help to win t 
war. General Electric Co., Schenectad 
New York. 
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